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Why don’t the public 
drink more milk ? 


One-third of a pint per person a day is ridiculously small 
compared with other countries. 


There is a way out of the difficulty. People like milk with 
a dash of coffee! They also like coffee made with milk for 
breakfast but find the preparation of it too difficult or trouble- 
some. 


BANTAM COFFEE, a specially prepared perfectly soluble 
dry Extract of Coffee mixed with whole milk overcomes this 
condition of “ Milk indifference,’”’ for ‘‘ COFFEE MILK,” 
in which the food value is greatly enhanced by the stimulating 
properties of the caffeine, is particularly pleasant to the 
palate and forms a valuable means of increasing Milk con- 
sumption without diminishing ordinary Milk sales. 


Not only is ‘““ COFFEE MILK ”’ the perfect breakfast beverage 
when warmed up, but is delightful also as a hot or cold bever- 
age, both in Winter and Summer. It can be sold to advantage 
in waxed paper bottles (single service containers) which have 
been treated in such a manner that they are sterile and non- 
injurious to foodstuffs, etc. The use of these containers 
obviates the necessity of collection and bottle washing. 


BANTAM COFFEE is entirely sterile 
and has a decided antiseptic action 
tending to prolong the keeping quality 
of Milk by inhibiting the growth of 
certain types of bacteria, rendering 
it possible for the Dairyman to make 
“COFFEE MILK” on the day before 
distribution. 


One ib.. of “BANTAM COFFEE,” 
costing approximately 10s. per Ib. nett, 
is sufficient to make 8 gallons of 
“ COFFEE: MILK.” 


Full particulars and prices may be 
obtained from : 

BANTAM PRODUCTS, LTD., Bantam 
Works, Leeds, and 9, Queen Victoria 
Street, E.C.4. 
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OANSEN'’S 


are THE PEOPLE for 








| CHEESE RENNET. ANNATTO CHEESE & 
RENNET TABLETS. BUTTER COLOURING. 
| RENNET POWDER. LACTIC FERMENT. 


JUNKET PREPARATIONS. 


HANSEN’S NAME is a household word in Dairies and Creameries 


throughout the World. 


HANSEN'S SPECIALIZE - Dairy Peewatations and devote 


heir time to the manufacture of 
these only. 


HANSEN'S REPUTATION as manufacturers of superior 


Dairy Preparations is universally 
recognized. 


CHR. HANSEN’S LABORATORY, LTD. 


REGISTERED OFFICE: ASTOR HOUSE, ALDWYCH, LONDON, W.C.2. 
Factories: READING, COPENHAGEN, LITTLE FALLS, N.Y., MILWAUKEE, TORONTO. — §. 



















Efficient Service 


to the public can only be given by . 
maintaining your plant in first-class 
condition. We can assist you by 


Inspection & Insurance 


Py of 
Steam, Engine, Electrical, and 
Refrigerating Plant 


We have a widespread organisation 
of highly qualified engineers. 


NORWICH UNION 
INSURANCE SOCIETIES 


FOUNDED 1797 
Head Offices: 


Surrey Street, Norwich. 50, Fleet Street, London, E.C.4 
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England’s Finest 


LULA. 


There may be some difference of opinion as to the value 
of reorganization, but there are no two opinions as to 
the legitimacy of COW & GATE’S claim that they sup- 
ply England’s finest milk. The name“COW & GATE” 
stands for QU ALITY—SERVICE—SATISFACTION. 





@ From Farm to Retailer only the best 
and most up-to-date methods are 
vood enough for COW & GATE. 
Hence the introduction of a 
*Quality Bonus Scheme to Farmers 
to encourage still greater care in the 
handling of the milk on the Farms, 
and the putting into commission of 
four of the very latest type road 
and rail tankers to ensure customers 
receiving milk in perfect condition. 








COW & GATE, Ltd. 


LIQUID MILK DEPT. 


GUILDFORD 
SURREY 


% Particulars of the Bonus Scheme will be sent to anyone interested 
on receipt of name and address. 


5259 


iv ADVERTISEMENT. 





MODERN 


MILK CONDENSING PLANT 





The SCOTT PATENT FORCED 
CIRCULATION EVAPORATOR 


















The 
Condensing 
Plant which 
Renders W; gie : for 
Coil Pans ae 107. 
Obsolete ws pe 
plant for 
the produc- 
tion of dried 
milk and 
other milk 
products. 


| 
2 


FEATURES ina which this unique SCOTT Design stands unrivalled :— 
Output against pliant cost vastly increased. Intensive circulation. 
Greater evaporation per square foot of heating surface. 

Elasticity in batch operation. Freedom from froth or foam. 
Absence of incrustation. 
Accessibility—time required for cleansing and sterilisation reduced to 


the minimum. Simplicity in operation. 


GEORGESCOTT & SON Condon) LTD., 
Bradfield Road, Silvertown, LONDON, E.16. 
Glasgow Office: 19, WATERLOO STREET, C.2. 
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1, TOOLEY STREET, LONDON, 5.E. 














For the preservation of your milk PRICE 


use 
“THE FARMERS’ STERILISER.” £12:12:0 
Complete with every improvement for the sterilisation Order now for 


of Cans, Strainers, etc. prompt delivery. 


MILK TESTING AND LABORATORY 
APPARATUS. 


We have the most complete stock of Milk Testing Apparatus 
in the Empire. Send for our latest Catalogue ‘‘ 


“MINIT” MILK SEDIMENT TESTER. 
I pint size complete with 100 pads — ah: 


This Tester ie the a inroval of hbk ection ob He Milk Industry, and 
also of numerous public bodies. 


ANALYSIS. 


Having our own Laboratory and highly qualified experts, we undertake 
analysis of every kind, also grading of all Dairy and Farm Produce 
Special terms for Farmers. 
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FULLWOOD « BLAND’S 


WORLD RENOWNED 
“STAG” BRAND 


ANNATTO 


‘DAIRY ” BRAND 


RENNET 


“SUNBEAM” BUTTER COLOUR 


Command the Largest Sale in Great Britain and are used at 
all the Dairy Institutes. 


"MANUS" sanxane mactine 
For particulars write to:— 


FULLWOOD & BLAND, 31-35, Bevenden St., London, N.1 
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SMITH’S SEALS 
OF SAFETY 


Eight reasons why 
No MACHINERY you should use 


OM AleamOhyaemee 1. No machinery is 








ale 4 necessary. 
2a Lealing the Meth & Bote ee 2. No metal to tear the 
4 fingers. 
r a 4 3. No special bottles 
os required. 
SMITH BROS. & CO. LTD. 4- No chipping of the 
| om 5 bottle. 
; CE ANG SRhOUTCONLS ° 
| 110 PRATT STREET CAMDEN 5. They will fit any 
Works : bottle. : 
GT, COLLEGE! STREET TO WN, 6. Keep the bottle air- 
Telephone : ee Telegrams " tight. 
_ N40lg &  ‘SuTBROCO,/NoRwEsT, N.W.1. 7. Are easy to remove. 
. 8. And all British 
Scottish Agexrt : 
G. D. L. SWANN & SON, 32-36, Abercorn Street, Glasgow. made. 





THE FAN COURT JERSEY HERD 


The property of 
SIR EDWARD D. STERN, Bart., D.L., FAN COURT, CHERTSEY, 





The herd consists of full pedigree Jerseys which have passed the tuberculin test. It comprises 
animals of the finest strains which have won numerous prizes at the various shows. 





Bulls, Heifers and Cows for Sale. 





Apply to— . 
THE BAILIFF, FAN COURT, CHERTSEY, SURREY. 
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BOTTLE GLEANING EQUIPMENT 


for large, small and medium outputs 





Write for your ‘a 
copy today to 


THOMAS H 


ENGINEERING CO. (HULL) Lip. 
72, Park Lane, Stepney + 


FOUNDED 1880.) 
*Grams: Sterilise, Hull. f *Phone: Central 7517. 





vill ADVERTISEMENT. 





“THORO’ 


Automatic Bottle Washing Machine. 








Capacities 1,800-12,000 bottles per hour. 


Can be supplied with or without Brushes. Suitable for 
either wide or narrow mouth bottles. 





WE ARE ALSO THE DESIGNERS AND MANUFACTURERS 


“PIONEER” Automatic STERILISER 


which was awarded the 


GOLD MEDAL at DAIRY SHOW, 1932. 


The only fully automatic “in-bottle” Steriliser in 

the World. Capacities 1,800-8,000 bottles per hour. 

No labour required. Absolute uniformity of treat- 
ment assured. 


R. W. WEBSTER & CO., Ltd. 


Abbey [ronworks, WALTHAM CROSS, Herts. 


Phone : WALTHAM CROSS 549. 
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MILK BOTTLES 


OF 
STRENGTH 
ACCURACY 
BRILLIANCE 















London Office : 
ST.MARGARET’S HOUSE, 
57/9, VICTORIA STREET, | 


AN S.W.1. 
Telephone : Victoria 9068. 
Q- Glasgow Office : 
382, CENTRAL CHAMBERS, 
93, HOPE STREET. 
Telephone : Central 2609. 
Lo Dublin Office : 
8, COMMERCIAL BUILDINGS, 
DAME STREET. 


Telephone : Dublin 22459. 


I 
2. 
3. 


Ministry of Agriculture and Fisheries 


Bulletins 


Some Diseases of Farm Animals. 1s.6d. (1s. 9d.) 
Fruit Production: Tree Fruits. 1s.6d. (1s. 9d.) 

The Improvement of Grassland. 8d. (10d.) 

- Fruit Production : Soft Fruits and Nuts. 1s. (1s. 3d.) 


- Some Diseases of Poultry. 8d. (10d.) 

. The Scientific Principles of Poultry Feeding. 2nd Edition, 9d. (11d.) 
. Poulivry Keeping on the General Farm. 9d. (11d.) 

. Beekeeping. 5th Edition. 1s. (1s. 2d.) 

. Calf Rearing. 5d. (6d.) 


Oil Cakes and Extracted Meals. 9d. {10d.) 


. The Culture of Fishin Ponds. 4d. (5d.) 

. Home Grown Feeding Stuffs. 8d. (9d.) 

. Some Diseases of Rabbits. 3d. (4d.) 

- A Survey of the Soils and Fruit in the West Midlands (Old Red Sanda- 


stone Avea). 3s. (3s. 3d.) 


. Variations in the Composition of Milk. 4d. (5d.) 

- County Egg Laying Trials in England. 1s. 6d. (1s. 8d.) 

- In-breeding Poultry for Egg Production. 6d. (7d.) 

. Some Beneficial Insects. 6d. (7d.) 

- Domestic Preservation of Fruit and Vegetables. 1s. (ls. 2d.) 


Practical Soil Sterilization. 1s. (1s. 1d.) 


. Edible and Poisonous Fungi. Quarter Bound. 2s. 6d. (2s. 9d.) 


Cloth. 3s. (3s. 4d.) 


. Cereal Smuts and theiy Control. 5d. (6d.) 

: Investigations of Celery Diseases and their Control. 1s. (1s. 2d.) 

. Johne's Disease. 3d. d. 

. Agricultural Machinery in Canada and the United States of America. 


Is. 3d. (1s. 5d.) 


. Artificial Fertilizers. 3s. (3s. 5d.) Cloth bound. 4s. (4s. 6d.) 


Insect Pests and Fungus Diseases of Basket Willows. 6d. (7d.) 


. Rats and how to Exterminate them. 4th Edition. 6d. (7d.) 
. Studies concerning the handling of Milk. 2s. (2s. 3d.) , 

. Pig Keeping. 1s. 6d. (1s. 9d.) 

. Mushroom-Growing. 2nd Edition. 9d. (10d.) 

. The Use of Lime in Agriculture. 6d. (7d.) 

- Manuves and Manuring. 1s. 3d. (Is. 5d.) 

. Ensilage. 2nd Edition. 1s. (1s. 2d.) 

. Sex-Linked Method in Poultry Breeding. 2 coloured plates. 3rd 


Edition. 9d. (10d.) 


. Fertility and Animal Breeding. 3rd Edition. 1s. 6d. (1s. 8d.) 

. Construction of Cow Houses. 11 plans. 2nd Edition. 6d. (7d.) 

. Weeds of Grassland. Paper covers, 5s. (5s. 4d.) ; cloth, 6s. (6s. 6d.) 
. Feeding of Dairy Cows. 9d. (11d.) 

. Cheesemaking. Is. (1s. 2d.) 

. Fruitand Vegetable Production for Commercial Canning. 1s. 3d. (1s. 5d.) 
. Guide to the Conduct of Clean Milk Competitions. Ad. (5d.) 

. Celery Growing. 6d. (7d.) 

. Rations for Live Stock. 7th Edition. Is. (ls. 2d.) 

. Intensive Systems for Apple Production. 9d. (10d.) 

. Rabbit Keeping. 6d. (7d.) 

. Narcissus Pests. 1s. (1s. 2d.) 

. Modern Milk Production. 9d. (11d.) 

. Cabbages and related Crops. 9d. (10d.) 

. The Rearing of Chickens. 6d. (7d.) 

. Salad Crops. 1s. 6d... (Is. 9d.) 

. A Simple System of Farm Book-keeping. 6d. (7d.) 

. The Culling of Poury. 22 illustrations. 9d. (10d.) 

. Asparagus. 11 illustrations. 1s. (1s. 2d.) 


All prices ave net. Those in brackets include postage Obtainable from 


HIS MAJESTY’S STATIONERY OFFICE. 
at the addresses on the title page of this Bulletin. 
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Have you considered | 
an independent 


Water Supply? | 


E. TIMMINS & ‘SONS LTD., 


Runcorn, Cheshire 


Over a Century’s Experience in 
Underground Water Supplies 


Telephone 34. On Admiralty 
Telegrams: an ndia 
Timmins, ’ Office Lists 

Runcorn. Estd. 1827. 


BRITISH VEGETABLE PARCHMENT MILLS, LTD. 
NORTHFLEET KENT 


SOLE BRITISH MAKERS OF 
Qornee’G THE WELL-KNOWN B.V.P. 
pine ae BRAND OF GENUINE VEGE- 
TABLE PARCHMENT AS 
SUPPLIED TO THE PRINCI. 
PAL DAIRIES AND BUTTER 
PACKERS IN GREAT 
BRITAIN AND THE BRITISH 
EMPIRE 


We 
YVEGETMELE PARC MME NT 


Purity CERTIFIED BY THE INSTITUTE OF HYGIENE 
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““MOABRITE” 


THE IDEAL DETERGENT FOR 
ALL CLEANSING PROBLEMS IN 
THE MILK INDUSTRY 


Efficient and economical in use 

Ensures sterile and crystal bright bottles 

Machines and plant kept in perfect condition 

No waste product—no moisture—a 100 °{% cleanser 


Sole Manufacturers : 


POWELL « SCHOLEFIELD Lid 


EDGE HILL, LIVERPOOL 





















THE MACHINE THAT BRINGS 
PEACE AND HAPPINESS 


Park Gate Farm, Stratford St. Andrew, 
Saxmundham, Suffolk. 
Gascoignes (Reading), Ltd., 
Dear Sirs, 

It 1s now 18 months since the installation of your 
machine which I cannot speak too highly of. Last year 
I had the second highest yielding heifer in Suffolk 
which has to this day never been milked other than by 
the Gascoigne Milker (except for stripping). Anether 
heifer, too, came sixth, 


My labour trouble has ended and the milking goes 
off with speed and comfort to what it had, as I have 
only one cottage near premises, and now have men 
working quietly and happily, 


Yours faithfully, 
(Sigd.) Cuas. Packarp. 


NO SIR!) GASCOIGNE 
===; MILKER 


GASCOICNES, Gascoigne House, READING. Prone: .., 
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Pump 
assembled. 

















Remove 
securing ring 
andend cover. 





Then oweter 
rotor. 


Inner rotor 
and shaft. 


Gland packing 
ring. 


Ail surfaces 
are now 
exposed for 
cleaning, 





PUBLIC HEALTH !S WELL CARED 


FOR IN OUR MILK PUMP WHICH 
IS QUICKLY DISMANTLED TO EXPOSE 
ITS ENTIRE SURFACE FOR CLEANING. 





HA A 


STOTHERT & PitTk? 
BATH. ENGLAND 


TELEPHONE: BATH 2277 (3° Lines) TELEGRAMS: STOTHERT, BATH" 


XiV ADVERTISEMENTS. 


The LEADING BRITISH DETERGENT 


B.H.C. Colloidal Cleaner to-day holds 
the leading position among detergents. 
Proved in practice under all sorts of con- 
ditions, it shows to its many thousands 
of Daity users economy in operation and 
efliciency in cleaning, sterilising and finish. 





Write for a “a P Improve your 
FREE trial vas bottles NOW. 


drum. 
| BRITISH HYDROLOGICAL CORPORATION | 


Stafford Road, CROYDON, Surrey. 


FAIRFIELD 6063. TY. abana SS: CEeD ON, 





b "heen: 
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ia? —————————— 


: Ty | Se WATE => 
Za, EZ: «COMPLETE 0 
Av PUMPING SSX 
: EQUIPMENT  ~ 


Telegrams: THOM, PATRICROFT. Telephone: 3069 ECCLES, 





“CANAL WORKS. PATRICROFT ENGLAND: 
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RED FLAP MILK BOTTLE DISCS 


ihe. iifest “discon “the 
market—in quality, print- 
ing and consumer appeal. 
Has helped numbers of 
Dairymen to increase their 


turnover. 





Write for samples and 
The Pepe prices. 
lifts 5 


 WAXED-PAPERS 


LIMITED 
Nunhead Lane, London, S.E,15 


“SALOPIAN” YOKE STALLS 


As fitted throughout in EUROPE’S LARGEST 
COW HOUSE—288 Cows under one roof, 





“EXCELSIOR,” “GEM” 
and NON-SPLASH 


DRINKING BOWLS. 


STERILIZING OUTFITS 


at Economical Prices. 


Send us your Specifica- 
tions before purchasing 


CHANNEL SECTION YOKE STALLS, 
elsewhere. 


from 28/- per cow. 


SALOPIAN CATTLE BOWL CO., 
PREES, Whitchurch, SALOP. | 
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Glass 





makes the most hygienic 


container for MILK 


OU cannot hide dirt in a milk 

bottle. Glass is the easiest con- 

tainer to sterilise—it is free of 
grease and other impurities to which 
milk is so susceptible. 


GLASS MILK BOTTLES 


assure 


Accurate Capacity—U.G.B. bottles 

are manufactured on such scientific 

lines that the bottles properly filled 

protect both the Dairyman and the 

Consumer from incorrect measure, 

a es A PINT” ina U.G.B. 
ottle. 


Sanitary and Hygienic Features— 
Glass is thoroughly sterilised with 
ease, and the materials used in manu- 
facture so perfectly fused together in 
order not in any way to contaminate 
the purity or flavour of the milk or 
spoil its appetising appearance. 


U.G.B. bottles are BRITISH MADE 


BY THE = 


UNITED GLASS BOTTLE MANUFACTURERS, Ltd., *°“srRanp. W.ces 
THE LARGEST MANUFACTURERS OF GLASS BOTTLES IN EUROPE. 
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REPORT OF THE REORGANISATION 
COMMISSION FOR MILK. 





INTRODUCTORY. 
‘Po: 
MaJor THE Ricgut HonovurasLeE WALTER Extiot, M.C., M.P., 
Minister of Agriculture and Fisheries. 
Sir, 

1. Terms of Reference and Procedure.—In accordance with 
Section 15 of the Agricultural Marketing Act, 1931, we were con- 
stituted on April 18th, 1932, as an Agricultural Marketing Re- 
organisation Commission for England, charged with the duty of 
preparing, in accordance with the provisions of the Act, a scheme 
or schemes, applicable in England and Wales, for regulating the 
marketing of milk. 

Our procedure was regulated by The Agricultural Marketing 
(Reorganisation Commission) (England) Regulations, 1932.* 


2. Scope of Inquiries and Recommendations. We have received 
a great deal of evidence, formal and informal, written and verbal, 
from organizations and individuals connected with all branches 
of the milk industry—producers, distributors and manufacturers— 
and also from persons not directly concerned with the industry. 
We have held some sixty meetings and the conclusions we have 
reached on the evidence placed before us are set out in the following 
pages. The first seven Chapters of the Report are devoted to a very 
brief review of the industry as we see it, and are intended to serve 
as a background for the proposals for reorganization which we 
make in subsequent Chapters. 

We have prepared a milk marketing scheme in accordance with 
the provisions of the Act under which we were constituted and have 
worked out in detail the price policy which we recommend should be 
followed. We venture to hope that the proposals we make in this con- 
nexion will prove generally acceptable to producers, and we believe 
them to be workable in practice. But, in carrying out this central 
and most important part of our task, we have, at the same time, given 
to the interests of buyers and consumers of milk that consideration 
to which we think they are justly entitled. We have, in fact, 
felt it necessary and desirable to interpret our terms of reference 
broadly, and we are convinced that we should have been held lacking 
in the performance of our duty had we failed to take the wide 
view which has led us to make certain recommendations which 
fall outside the scope of the Agricultural Marketing Act. 


* §.R. & O. 1932, No. 396. 
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From the outset, we have been impressed with the urgency of 
the main part of our work, namely, the preparation of a scheme 
to be placed before the milk producers of the country, and we have 
made every effort to expedite our deliberations. We have devoted 
a considerable amount of time to an investigation into the accounts 
of certain large milk-distributing organizations, but it was not 
practicable for us to examine, without a much larger expenditure of 
time, all possibilities for the development of the home industry for 
the manufacture of milk products. Realizing that the regulation 
of the liquid market is the problem of immediate concern to the 
industry, we have felt it undesirable further to pursue our 
inquiries into that subject at the expense of delaying the 
completion of our Report and possibly of postponing for a further 
year the reorganization of the milk industry. 





CHAPTER I.—MILK MARKETING IN ENGLAND AND WALES 
[SINCE 1922. 


3. The Linlithgow Report.—The marketing of milk and milk 
products in Great Britain was reviewed in a comprehensive manner 
some ten years ago by the Departmental Committee on Distribution 
and Prices of Agricultural Produce—better known, and hereafter 
referred to, as the Linlithgow Committee— which issued an Interim 
Report in 1923.* That Report gives a detailed survey of the 
conditions prevailing for the purchase and sale of milk at that time, 
and indicates the changes which had taken place, partly as a result 
of War control, and partly through developments in the inter- 
vening post-War years. It seems unnecessary for the purposes 
of this Report to retrace the ground there covered. | 


4. Negotiation of Prices by Collective Bargaining.—As compared 
with the pre-War period, the most striking feature in the milk 
marketing situation in England and Wales during the years 1922-32 
has been the arrangement by which, for London and certain other 
large centres of population, producers’ milk prices and conditions 
of sale have been negotiated by collective bargaining between 
producers, distributors and manufacturers. This development 
is dealt with in some detail in the memorandum which appears as 
Appendix B to this Report, but it may be convenient here to draw 
attention to certain points of special interest and importance. 7 

In London, the Permanent Joint Milk Committee, first established 
in the summer of 1922, and composed of representatives of the 
National Farmers’ Union, on behalf of producers on the one hand, 
and of the National Federation of Dairymen’s Associations, the 
Amalgamated Master Dairymen, Ltd., the National Association 


* Interim Report on Milk and Milk Products (Cmd. 1854). 
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of Creamery Proprietors and Wholesale Dairymen (Inc.), and 
(since 1929) the Milk Committee of the Co-operative Union, on 
behalf of distributors and manufacturers on the other, has be- 
come the marketing machinery through which an annual agree- 
ment has been negotiated for the sale and purchase of milk. 
Area Joint Committees in other large centres of population have 
negotiated regional agreements, which have largely followed the 
London agreement with adjustments to meet local conditions. 

Though producers’ prices have been thus negotiated over the 
past decade, it would be altogether wrong to assume that they 
have been universally accepted in practice. Many producers 
and distributors do not belong to any of the organizations re- 
presented on the negotiating bodies, and, further, the terms nego- 
tiated are not enforceable either upon producers or distributors, 
even though members of their respective organizations. ‘There 
is no more than a moral obligation on the part of the negotiating 
parties to abide by the terms agreed upon, and contracts on other 
terms have been freely made by producers and distributors. Never- 
theless, the annual agreements have provided a kind of stan- 
dard or guide, and have undoubtedly exercised a considerable 
influence over liquid-milk prices and conditions of sale during the 
past ten years. Written contracts, for example, are now much 
more general than in pre-War years. The six-monthly contract 
which was then common has also been largely replaced by the 
yearly contract, which the farmer prefers because of its greater 
security and because it avoids the negotiation of terms at the 
beginning of the summer when the production situation normally 
tends to make his bargaining position weak. 


5. The First Agreement, 1922-3.—The first agreement negotiated 
by the Permanent Joint Milk Committee in 1922 bears unmistakable 
evidence of adaptation from some of the milk marketing schemes 
then in operation in the United States of America, and which about 
that time had been examined by a delegation from this country 
representing producers and distributors. These schemes, though 
they differ considerably, all take cognizance of the fact that milk 
commands different values in different channels of utilization, and. 
seek in diverse ways to apportion the share of the individual pro- 
ducer according to the value of his contribution. The scheme 
adopted by the Permanent Joint Milk Committee in 1922 departed 
from the pre-War method of sale on a flat-rate basis, and sub- 
stituted the “‘ basic surplus’ principle, by which each producer 
is presumed to receive liquid-milk values for a certain basic quantity 
of his supply and manufacturing values for the remainder. In 
the original scheme, each producer’s “standard quantity,” as it 
was called, was determined on the basis of his average weekly 
deliveries during the four months November, 1922, to February, 
1923—months when production approximated closely to the 
requirements of the liquid milk market and which were commonly 


12 
referred to as the “‘ accounting period.’ The liquid milk rate was 
payable on all deliveries during the “‘ accounting period,” on 100 per 
cent. of the “ standard quantity ’? in October and March, and on 
110 per cent. of the “standard quantity’’ during the months April 
to September. Supplies in excess of these quantities were defined 
as manufacturing milk, and it was agreed that the price of such 
milk should be assessed each month on the basis of the aver- 
age quoted prices of Canadian and New Zealand cheese of 
Finest and Fine quality on the London Provision Exchange 
during the preceding month, the price of milk per gallon to be the 
price per lb. of cheese, less 2d., representing the cost of manufacture. 

The liquid milk prices fixed were for milk consigned direct 
from the producer to the distributor and were carriage paid to 
buyer’s station. Milk delivered to a creamery and payable at 
liquid rates was subject to two deductions—(?) a sum equal to 
“the actual railway carriage,’’ and (77) an additional sum of ld. 
per. gallon in the six summer months and 2d. per gallon in the six 
winter months. The first of these has, in actual practice, generally 
been interpreted as the railway carriage from the creamery to some 
large market to which the bulk of the milk of the district is con- 
signed, and it has become a grievance with producers that, as a 
body, they have not shared, through a lowering of this charge, 
in the economies in transport secured by special rates or the 
greater use of tank wagons. The second is presumed to be in 
respect of the transport risks in delivery to an urban centre which 
are transferred from the farmer to the creamery, and was con- 
sidered by the Linlithgow Committee to be excessive as a charge 
to cover the risks involved.* 

Certain features of this new method of sale and new price 
structure deserve notice. The scheme sought, in a somewhat 
rough-and-ready way, to secure that the producer sellmg milk on 
a contract in accordance with its provisions received the liquid 
milk price for supplies actually sold liquid, and a price in line with 
their estimated manufacturing value for supplies in excess of this 
quantity. The method adopted assured a premium to the level 
producer through a larger proportion of his milk being payable 
at liquid-milk rates than in the case of a producer with a wide 
seasonal variation. As a result of the standard quantity being 
based on production in four winter months and the average returns 
of a producer throughout the year depending on his production 
in these months, the scheme placed a premium on and tended to 
stimulate winter production. This contingency was foreseen by 
the Linlithgow Committee and regarded by them with approval,t 
for, in their view, an extension in liquid-milk consumption could 
only be assured if the market were guaranteed against recurrent 
shortages in the winter months, which had, in pre-War days, been 


* Ibid., para. 47. 
+ Ibid., para. 35. 
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a not uncommon feature of the industry. From the wider stand- 
point of distribution, the new system sought to re-allocate the risk 
involved through the existence of surplus. In pre-War days, 
that risk had been borne, nominally at least, by the distributor : 
it was now transferred to the shoulders of the producer through 
the purchase of supplies in excess of “standard quantities ”’ at cheese 
parity price. The scheme did not fix retail prices, though the margin 
to be charged by distributors naturally bulked largely in discussions 
on the determination of producers’ prices. 


6. The Agreements for 1923-4 to 1928-9.—It speaks well dos 
the original scheme that for the first seven years it was operated with- 
out any fundamental change of principle. In the first few years, 
alterations were made in the months which constituted the “ account- 
ing period ’”—alterations which were disturbing to producers who 
were never certain how they should arrange their calvings to ensure 
the establishment of the maximum “standard quantity.” By 
1925-6, however, this period had become stabilized as October, 
November and December. More salient, as reflecting the effect of 
the operation of the scheme, was the change made in the percentage 
of the quantity established on this production basis that was payable 
at liquid-milk rates. The scheme provided for producers establishing 
a new “standard quantity ’’ in each subsequent year on the basis 
of deliveriesin the current ‘‘ accounting period.” Inthesecond year 
the proportion of the monthly deliveries payable at liquid rates 
during the winter months, including the “‘ accounting period,’’ was 
reduced to 95 per cent. of the “ standard quantity,” and as a com- 
pensation to producers the percentage in the six summer months was 
raised from 110 to 115 per cent. This tendency was continued in 
the following year when the winter percentage was further lowered 
to 90 per cent., all supplies in August and September in this and the 
four succeeding years being taken at liquid rates. In 1925-6, 
producers secured liquid rates for all deliveries during the ‘‘ account- 
ing period ’—October, November and December—for 100 per cent. 
of the “ standard quantity ” in the remaining winter months, and 
slightly more favourable terms in the summer months. In the two 
following years liquid rates were payable only on 90 per cent. of all 
deliveries during the accounting period and on 90 per cent. of the 
“ standard quantity ’’ during the other three winter months : in the 
summer months the position was less favourable to producers than 
in the previous year. In 1928-9, the year which brought this method 
of payment to an end, all deliveries in the ‘‘ accounting period ”’ and 
100 per cent. of the “ standard quantity ” in the remaining winter 
months were taken at liquid rates, with substantially better summer 
terms. Whatever the percentage payable at liquid rates 
under this method, it was always in the producer’s interest 
that his production in the “ accounting period ’’ should be as large 
as possible ; the effect of the scheme, therefore, was to stimulate 
production during the “accounting period,’ to bring about an 
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unwanted winter surplus, and to induce producers whose natural 
conditions favoured cheap summer production to abandon their 
natural advantages in pursuit of the liquid-milk market. 


7. The Agreements for 1929-80 to 1932-3.—The principle of 
determining the individual’s quota payable at liquid-milk rates 
on the basis of his actual production during certain specified 
months was abandoned in the 1929-30 agreement in favour of the 
principle of the “declared quantity,’ which was a producer’s 
own estimate of what his daily deliveries would be during the 
contract year. A further elaboration was the introduction of 
three classes of contracts with three scales of prices according 
as the milk was sold on a 10, 20 or 50 per cent. variation either 
way from the ‘declared quantity.’’ Equally significant was the 
change by which, in that year’s agreement, the principle—which 
had previously been recognized—of relating the manufactur- 
ing value of milk to world parity through Canadian and New 
Zealand cheese prices was abandoned. Supplies in excess of the 
“declared quantity,” with the percentage variation allowed, were 
to be bought at 2d. per gallon less than the liquid-milk price ; 
similarly, any deficiency below the “ declared quantity,”’ with the 
percentage variation allowed, was to be subjected to a penalty 
of 2d. per gallon. This agreement partook of the nature of a 
distributors’ gamble ; everything depended upon the trend of milk- 
product prices in the contract year and how far these would permit 
of the payment of the liquid-milk price less 2d. per gallon on supplies 
in excess of the “‘ declared quantity.”’ As it happened, the gamble 
did not prove sufficiently attractive to induce distributors to pro- 
Jong the experiment on the same basis for another year. 

The principle of the “declared quantity ’’ was retained in the 
agreements of 1930-1, 1931-2 and 1932-3, but the percentage varia- 
tion allowed in Class II was increased from 20 to 25 per cent. 
Supplies in excess of the “ declared quantity,’ with the percentage 
variation allowed, were again to be valued on the cheese-price 
basis—at 2d. per gallon less than the average price per lb. of New 
Zealand and Canadian cheese. In this way, the value of milk in 
excess of the “declared quantity ’’ was again brought into line with 
world values. A new class for the sale of milk—the well-known 
and, from the producer’s point of view, the unpopular Class II(b) 
—now took the place of Class III, and this new class incorporated 
a principle entirely different from that of the “ standard quantity ”’ 
or the “ declared quantity ’’ which had previously prevailed. The 
producer selling in this class was no longer required to establish a 
basic quantity, either on the results of his production in certain 
months or on his own declaration : the contract provided for the 
delivery of the whole of the producer’s supplies. Payment was on 
the basis of a negotiated percentage at liquid milk rates and the 
remainder at manufacturing rates computed on the cheese-price 
basis. The percentage at manufacturing rates varied from month 
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to month, being higher in the summer when supplies were most 
plentiful and nominally averaging 20 per cent. for the year. In the 
agreement of 1930-1, sellers had the right to declare in which class 
they would sell, though in practice they were usually compelled 
to sell in the class which buyers chose; in the following year 

they found themselves under the necessity of conceding to buyers 
the right to declare in which class they (the buyers) would buy. 
The worsening of the producers’ position in 1931-2 is reflected not 
only in lower liquid milk prices but also in the fact that the average 
percentage payable at manufacturing rates was raised from 20 to 
25 per cent. A proviso was, however, introduced by which buyers 
undertook that, should their sales in the liquid market of milk 
bought under Class II (b) terms exceed 75 per cent. of their pur- 
chases from all sources, they would refund to producers the differ- 
ence between the liquid milk price and the manufacturing price on 
the excess quantity so sold. In this year, there seems little doubt 
that, having regard to the prevailing conditions, producers’ winter 
prices were fixed too low ; by November, a shortage of milk for the 
liquid milk market had become apparent, and to meet this shortage 
a certain amount of milk was imported from Continental countries 
as well as from the Irish Free State. Advantage was taken of a 
clause in the contract which provides for a revision of the terms 
in the event of such a contingency, and producers’ prices were raised. 
by 4d. in December and January and by 3d. in February, the 
London retail price being simultaneously advanced by 4d. per 
gallon for each of these three months. 

The annual negotiations conducted in 1932 resulted in a dead- 
lock. A complete hold-up of supplies was threatened by producers, 
but was averted in most districts by a last-minute compromise. 
Exception was taken by producers to the prices paid for liquid milk 
in the winter months in the previous contract and to the retention 
of Class II (b)—i.e., the class providing for the sale and purchase 
of whole dairies. Through the compromise effected, winter prices 
were raised very considerably as compared with the previous year 
and now stand only a fraction of a penny per gallon short of those 
prevailing in 1930-1; Class II (b) was, however, retained, the 
percentage payable at manufacturing rates being the same as in 
the previous year, and the valuation being on the same basis but: 
with a guaranteed minimum of 5d. per gallon, irrespective of the 
price of imported cheese. 

A copy of the form of contract approved by the Permanent 
Joint Milk Committee for the year 1932-3 appears as Appendix C 
to this Report. 


8. Producers’ Prices, 1922-3 to 1932-3.—The Table on page 16, 
shows the monthly liquid milk prices negotiated at successive 
settlements from 1922-3 to 1932-3, and the average winter, summer 
and annual negotiated prices. It will be noted that the variations 
from year to year have been practically confined to the winter 
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season ; summer prices have remained at about the same level 
throughout. The Table also shows the average price for manu- 
facturing milk during the periods in which such price was payable. 
The fall in the manufacturing price has been much more marked. 
than the fall in the liquid milk price : in 1922-3, the average price 
of manufacturing milk in the eight months when payable under the 
settlement was 9d. per gallon, and in 1931-2 it had fallen to 
4d. per gallon—a fall of over 50 per cent. When about a quarter 
of the milk sold off farms has to be manufactured, a fall of this 
amount could not fail to exercise a considerable influence on the 
average returns of producers. 


CHAPTER II.—PRODUCTION AND THE POSITION OF THE 
PRODUCER. 


9. Estimates of Production.—Though various estimates of milk 
production in this country have been made at different times, 
the more reliable data for the present century are furnished by 
the three Censuses of Agricultural Production conducted by the 
Ministry of Agriculture and Fisheries in 1908-9, 1924-5 and 1930-1. 
In the year ended 4th June, 1925, the net production of milk in 
England and Wales (i.e. the total production less the quantity fed 
to livestock on the farms) was estimated at 1,117,000,000 gallons. 
This was produced from a dairy herd estimated at 2,688,187 cows and 
heifers in milk and in calf, giving an estimated average annual net 
yield of 416 gallons of milk. On the basis of this estimate of average 
yield, an annual estimate of total net production has been calculated 
by the Ministry of Agriculture and Fisheries and published in the 
Agricultural Statistics in each year since 1924-5. These annual 
estimates have merely reflected changes in the total number of 
dairy cattle and, with the passage of time, have been subject to 
an increasing margin of error arising from probable variations in 
the yield factor. 

The preliminary results of the Census of Agricultural Production 
relating to the year ended 4th June, 1931, the details of which have 
just been published, are comparable with the results of the 1924-5 
census and provide the most recent satisfactory data regarding 
milk production in England and Wales. The total production of 
milk during 1930-1 (exclusive of the quantity fed to livestock) 
was estimated to be 1,263,000,000 gallons from a dairy herd of 
2,732,000 cows and heifers in milk and in calf ; this compares with 
a net production in 1924-5 of 1,117,000,000 gallons—an increase of 
approximately 13 per cent. The average annual net yield per cow 
for 1930-1 works out at 462 gallons of milk, which represents an 
increase of 11-1 per cent. on the 1924-5 figure, and thus indicates 
the increasing error in the annual estimates of production referred 
to above. 
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Of more immediate importance, from the standpoint of milk 
marketing, than the total net production of milk is the quantity 
of milk leaving the farms, although the quantity remaining on 
the farms is also important in the long run in so far as it constitutes 
the potential marginal supply. In 1924-5, it was estimated that 
818,000,000 gallons of milk were sold off the farms, and for 1930-1 
the quantity was estimated to be 949,000,000 gallons, an increase 
of 16 per cent. 


The numbers of dairy cattle recorded annually in the Agricultural 
Returns show certain marked trends since 1922-3, when the system 
of collective bargaining and the price structure associated with it 
were first introduced. Between 1922 and 1927, there were steady 
annual increases in the number of dairy cattle—from 2,522,000 to 
2,791,000—followed by reductions in the three years following 
to 2,675,000 ; significant increases took place in 1931—to 2,790,000, 
and in 1932—to 2,871,000. The latter figure is not only the highest 
since 1922 but is the highest ever recorded. While, in 1922, the 
dairy herd was equivalent to 66 per 1,000 of the population of the 
country, in 1932 the figure had risen to 72. 


The increases that occurred in 1931 and 1932, both of which 
represent greater percentage changes than in any other year since 
1923, seem to indicate that, despite the fall in milk values, milk 
production has offered smaller risks and more certain returns than 
other branches of agriculture. 


10. Geographical Distribution of Production.—With the exception 
of Middlesex, London and Merioneth, every county in England 
and Wales carried more cows and heifers in 1932 than in 1922. 
In some districts, dairying is limited to supplying the liquid milk 
requirements of the farms and the locality, together with the 
manufacture of small quantities of farm butter, which are usually 
regarded as the perquisites of the farmers’ wives. In other areas— 
notably parts of Wales, Cumberland and Westmorland—milk 
production is closely linked up with the raising of store cattle, 
with farm butter as a joint product. As regards the supplies of 
milk sold off farms, part of which is sold as liquid and part manu- 
factured into milk products, there are two areas of major importance. 
One—the north-western area—includes Lancashire, Cheshire, Derby- 
shire, Staffordshire and Flintshire, and the other—the south- 
western area—comprises the counties of Wiltshire, Somerset and 
Dorset. In addition, there are several areas of less importance, 
such as Hast Sussex, the West Riding of Yorkshire and parts of 
South Wales. Milk production for the liquid market is of local 
importance in nearly all areas adjacent to consuming centres of any 
size, and in such areas dairying may be carried on irrespective of 
the suitability of the soil, the advantage arising from nearness 
to a liquid-milk market being sufficient to offset any disadvantages 
arising from unsuitable production conditions. 
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There have been no striking changes in the geographical dis- 
tribution of the dairy herd in England and Wales in recent years. 
The increase in its numbers has been fairly evenly spread over all 
counties, though certain eastern counties—particularly Suffolk, 
Norfolk and Essex—show a percentage increase that is greater than 
the average. ‘There is no doubt that dairying in arable areas has 
increased since 1922, a fact that is almost certainly associated 
with the decline in cereal prices and the depression in the trade 
in fat stock. 


11. Factors Affecting Production.—The most important factors 
determining conditions of production are the systems of farming 
and the available outlets for milk. On grassland farms situated 
at a considerable distance from consuming markets, milk pro- 
duction is generally most economic when a policy of spring calving 
is followed, production being concentrated in the spring and summer 
months when there is a plentiful supply of grass. Under such 
conditions, deviations from a policy of summer milk production 
will occur only if sufficient inducement is forthcoming. Where, 
on the other hand, dairying is practised on farms that are mainly 
arable, the farming system may readily lend itself to winter milk 
production. In some cases, farms of this type may secure econo- 
mies through the use of farm-grown feeding-stuffs in place of more 
expensive purchased concentrates. In others, the fact that stall 
feeding involves extra work at a time when other farming operations 
make little call on the labour supply may be a source of advantage. 
In still other cases, advantage may be taken of a winter milk- 
producing herd to provide for the arable crops a supply of farmyard 
manure which otherwise could only be obtained by keeping and 
feeding bullocks during the winter months. 

Of equal importance as affecting methods of production is the 
way in which the milk is disposed of. In this connexion, transport 
plays an important part in so far as improvements in this direction 
bring about changes in the channels of utilization. In areas 
remote from a liquid market and not within reach of a creamery, 
milk production, where it goes beyond occasional sales or allowances 
to employees and neighbours, is generally associated with calf- 
rearing and butter-making. In these circumstances, there are no 
inducements to alter the natural seasonal variations in production. 
Similar considerations apply in the case of farm cheese producers 
and milk producers sending their milk to creameries, the chief 
output of which is cheese. Here again, the cost of the raw material 
is lowest during the summer months and grass-produced milk 
is more suitable for cheese-making than milk from stall-fed cows. 
In such areas, therefore, it is usual for production to show a marked 
seasonal swing as between summer and winter. 

The liquid-milk market imposes requirements fundamentally 
different from those associated with the use of milk for stock-raising 
or manufacture.. The demand for liquid milk is relatively constant 
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throughout the year and is best met by a supply of similar regularity. 
Consequently, it is to be expected that, in areas where the bulk 
of the milk is sold to distributors of liquid milk, the seasonal variation 
in production is not so marked as in the manufacturing areas, and 
the same is true of certain individual producers catering for the 
liquid market, irrespective of where they are situated. It must 
not be assumed that the demand for milk for liquid distribution 
is wholly met in this way by making production more level through- 
out the year ; some balancing is done by creameries which, drawing 
supplies from producers having a marked seasonal output, sell as 
much as possible of their supply in the liquid market and use the 
remainder for manufacture. These creameries may belong to 
producers or distributors ; the part played by distributors in this 
matter of balancing supply and demand is discussed more fully 
in the next Chapter. 

Disposal has been affected to some extent in recent years by 
the increasing tendency on the part of buyers to buy under 
Class II (b), which involves the delivery of the whole of a producer’s 
output of milk save that required for domestic purposes. The fact 
that they have been prevented from retaining surplus supplies for 
manufacture on the farm or for application to other uses has been 
a grievance with farmers compelled to accept these “whole dairy ”’ 
contracts. The purchaser’s aim, however, is to prevent the pro- 
ducer from embarrassing him in times of shortage by withholding 
part of his supplies ostensibly for manufacture on the farm but 
actually for casual sale in the accommodation milk market or to 
competing dairymen at a “ cut ”’ liquid-milk price. 

12. Outlets other than the Liquid Market.—Despite the fall in 
the values of butter and cheese and the increase in the number of 
‘““whole dairy ” contracts, the manufacture of butter and cheese 
on the farm and the sale of cream off the farm remain important 
channels of utilization. These outlets, however, are not equally 
available to all milk producers. Many producers, particularly 
those who have entered the industry in recent years, have neither 
the skill nor the equipment to undertake the manufacture of dairy 
products on the farm, and when they are within reach of a creamery 
they find it easier to sell their whole output. Cheese-making 
requires skilled labour and a certain amount of equipment, and to 
be an economic proposition it requires to be undertaken on a 
moderately large scale, especially if hired labour is used. For 
these reasons, it is not a form of utilization suitable for producers 
who sell the bulk of their supply as liquid and have varying quantities 
of surplus. Farm cheese production is undertaken mainly by 
specialized cheese-makers whose interest in the liquid-milk market 
is sporadic or confined largely to the winter season. 

In disposing of surplus milk on the farm, the chief method 
adopted. by producers who sell level quantities of milk to retailers, 
or who are themselves retailers, is the manufacture of butter. 
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Unlike cheese-making, butter-making can be undertaken on a 
relatively small scale. In some instances, the separated milk is 
sold for retail distribution, but, more often, butter-manufacture is 
associated with calf-rearing or pig-feeding. 

The separation of cream for retail sale is limited more or less to 
producer-retailers and to producers situated in areas, such as 
Devon and Cornwall, with a large summer influx of population. 


13. Clean Milk Production.—Clean milk of a high quality cannot 
be obtained without regard to the conditions of production, and the 
State, in its effort to ensure that the milk supply is elean and pure, 
has extended statutory control to the producer with a view to 
securing that the conditions of production are as good as can reason- 
ably be expected. It has gone further and has taken steps to secure 
a supply of milk of guaranteed high hygienic quality, although 
the quantity is at present small. Control is exercised through the 
Tuberculosis Order, 1925, the Milk and Dairies Acts, 1915 and 1922, 
the Milk and Dairies Order, 1926, the Milk (Special Designations) 
Order, 1923, and the Sale of Milk Regulations, 1901. The opera- 
tion of these various enactments, as they affect the producer and 
the distributor, is discussed in Chapter VI. 


14. Producers’ Gross Returns.—There is a lack of accurate 
data bearing upon the gross and net returns of milk production ; 
such samples as are available are too few in number to permit 
of definite conclusions being drawn regarding the profitability 
or otherwise of this branch of agricultural production. Under 
the national agreement, a producer’s gross returns depend upon 
three factors—the price paid to him for milk for liquid consumption, 
the price paid for milk for manufacture, and the proportions payable 
at these two prices. ‘These factors vary considerably in their effect 
as between one producer and another. | 

The Commission has received much evidence, both oral and in 
the form of contracts for the sale of milk, to show that the prices 
of liquid milk and the conditions of sale, which have a bearing 
upon the gross returns, vary considerably from producer to pro- 
ducer. Speaking generally, the terms of the settlement negotiated 
by the Permanent Joint Milk Committee represent the maximum 
prices, and large quantities of milk are purchased on terms much 
less favourable to the producer. This evidence indicates the 
difficulty involved, under present conditions, in making any estimate 
of the gross returns from the sale of milk which will be true of any 
groups of producers. There are no published estimates of the 
changes that take place in the gross returns from the sales of all 
classes of milk. 

The Index of Milk Prices calculated by the Ministry of Agricul- 
ture and Fisheries for each month and for each year, which is 
published in the Agricultural Market Report and the Agricultural 
Statistics, is an index of liquid-milk prices for milk sold under 
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contract at four important milk-receiving centres—two in London 
and one each in Birmingham and Manchester. In the compilation 
of this index, however, no account is taken of the prices paid for 
accommodation or surplus milk and the proportions of the total 
supply bought at these prices. It is therefore hardly adequate 
as a measure of gross returns from the sales of milk by producers 
generally, or even as an indication of changes in the gross 
returns from milk sold at liquid-milk prices in the country as a 
whole. 

With thisindication of the caution with which such figures must 
be used, the Milk Index Number and the Index Number of Agri- 
cultural Produce, including and excluding milk, are reproduced 
below. Milk is given a weight of 21 out of a total of 123 in the 
construction of the General Index Number of Agricultural Produce, 
and as the Milk Index, constructed as above, shows a relatively 
smaller fall in price than other produce, this has the effect of keeping 
the General Index Number higher than it would be with milk ex- 
cluded. 7 


Index Numbers of Milk and General Index Numbers of Agricultural 
Produce in‘the Years 1920-31. 


(Base 1911-13 =100.) 









































Index Number of— |1920)1921)1922) 1923) 1924) 1925/1926) 1927/1928/1929| 1930/1931 
Milk <P .-- | 303) 263} 179) 174) 170] 170 a 160} 161) 169) 161) 147 
Agricultural Produce, 

including Milk ... | 292} 219) 169} 157; 161} 159} 151) 144) 147| 144) 134} 120 
Agricultural Produce, 

excluding Milk ... | 290) 210) 167) 153} 159} 157) 147; 140) 144) 139] 128) 115 


The highest returns per gallon for milk sold to the distributive 
trade are received by producers selling the whole of the milk leaving 
the farm at liquid-milk rates. As between individual producers 
in this class, variations will arise from differences in the actual 
rates received, which depend to some extent upon the regularity 
of the supply offered. 

To speak generally, producers situated near to eonsuming 
centres, and offering more or less regular supplies of milk, obtain 
higher gross returns per gallon of milk than more distant seasonal 
producers. At the one extreme are the producer-retailer and the 
producer supplying level quantities at liquid rates, both of whom 
normally keep on the farm such surplus as they may have; at 
the other extreme is the seasonal producer selling his total output 
at creamery rates. 

In the case of producers who have sold their milk under a contraet 
on the terms of the Permanent Joint Milk Committee’s Agreement, 
it is possible to indicate the variation of the gross returns in the 
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case of two dairies during the past eleven years, provided a certain 
seasonal variation of production be assumed. This latter is essential 
because the returns of the producer depend not only upon the total 
of his annual output, but also upon its distribution throughout 
the year. The Table on page 25 shows the gross returns in the case 
of two dairies, one with a small, and the other with a considerable, 
seasonal variation. 


15. Producers’ Net Returns.—To obtain an estimate of the 
producers’ net returns it is necessary to make still further assump- 
tions. The two most important deductions that have to be made 
from the gross returns to arrive at the net figure are (a) transport 
costs, and (6) in the case of supplies delivered to a creamery, the 
creamery charges stipulated in the agreement. The transport 
costs of any individual producer depend upon the distance from 
the farm to the point at which the buyer accepts responsibility. 
In the case of supplies for the liquid market forwarded direct by 
the producer to the buyer, this point is usually, but by no means 
invariably, the buyer’s railway station ; where delivery is to a 
creamery, the deduction in the case of manufacturing milk is the 
cost of transport to the creamery, and in the case of milk for liquid 
consumption a sum equal to the carriage from the creamery to 
the liquid-milk market to which the bulk of the milk is consigned. 

Transport costs on milk consigned to the liquid market are 
commonly assumed to absorb, on the average, about 14d. per 
gallon. The creamery charge is in respect of risks transferred to 
the creamery through the producer ceasing to be responsible for 
milk after delivery to the creamery. In recent years, this charge 
has varied between ld. and 2d. per gallon, and in the most recent 
settlement is a trifle over ld. per gallon in respect of Class II (a) 
supplies ; in respect of Class II (b) supplies, the charge has normally © 
been 4d. per gallon. It is possible to show on this basis how the 
gross returns for one year of the two dairies dealt with in the 
Table would be affected if allowance were made for transport 
and creamery charges. The following statement shows gross and 
net returns per gallon in the year 1931-2 :— 

















Class I. | Class IT (a) | Class II (6) 
Dairy with : 
Gross Net Gross Net Gross Net 
Return. | Return. | Return. | Return. | Return. | Return. 
Considerable d. d. d. d. d. d. 
seasonal varia- 
tion ne st 12°6 Ld? 19°6 10:0 10°9 9°5 


Small seasonal 
variation ra 133 11°8 12°9 10°3 ifs 9°8 
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16. Costs of Milk Production.—There is a lack of accessible 
data relating to costs of milk production. A certain amount of 
material has been collected by the Advisory Agricultural Econo- 
mists, some of which has been published in the form of bulletins and. 
monographs ; but these accounts relate to dairy herds kept under 
different farming systems and the results, therefore, are not strictly 
comparable. They do, however, indicate the wide variations in 
costs of milk production that exist between one producer and 
another, even within the same area and producing under apparently 
similar conditions, and make it clear that the utmost care is 
necessary in making any generalized deductions in respect of costs 
of production. 

Reference has been made above to the fact that the varying 
conditions of production are likely to be associated with variations 
in costs. Briefly, it is reasonable to suppose that costs of production 
are higher in the winter than in the summer, and that the costs of 
production of level dairy supplies are, on the average, higher than 
those of normal seasonal production. The adoption of measures 
to avoid bacterial contamination of milk and to prolong its keeping- 
quality may also result in higher costs of production, and it is 
partly in recognition of this fact that a number of milk-distributing 
firms have introduced schemes for the payment of bonuses for 
quality, the bonuses being paid usually on a competitive basis but 
sometimes for all supplies reaching a minimum standard of quality. 
The production of graded milk, and particularly tuberculin-tested 
milk, involves substantially higher costs, mainly due to the replace- 
ment in the dairy herd of condemned or reacting cows. Asa result, 
prices exceeding those of ordinary milk prevail for officially graded 
supplies, the higher prices in this case being passed on to the con- 
sumer. 


CHAPTER WI.—DISTRIBUTION AND THE POSITION OF 
THE DISTRIBUTOR.* 


17. The Wholesaler.—The intervention of a wholesaler between 
the producer and the retailer is not in all cases essential to milk 
distribution. ‘The wholesaler’s sphere is the provision of regular 
supplies to the great centres of population, and of casual or accom- 
modation supplies to the large and medium-sized towns. The 
wholesaling operation may be carried out from a country plant or 
from urban premises, or from both in combination. 


18. The Retailer.—Retail distributors may be considered under 
three classes, according to the nature and source of their supplies 
rather than to the distributive methods they practice. ‘The diversity 


* The subject of distributive margins is dealt with separately in Chapter 
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of interests that exists between these three classes has direct reper- 
cussions on the producer and, in fact, creates a diversity of interests 
within the producing section of the industry. 


(a) Retailers with Country Depots.—The large milk-retailing 
firms operating mainly in cities with over a quarter of a million 
inhabitants have progressively become less dependent upon local 
milk, and now obtain a large proportion of their supplies from more 
remote districts, where they have set up their own assembly plants in 
the country at which the milk can be collected and prepared for re- 
dispatch to the retailing centres. The setting-up of country plants 
enables them to convert surplus milk near its place of production, 
and, provided the surplus-milk price or the flat rate for all supplies 
is sufficiently low, they are not disturbed if the daily summer supplies 
delivered by farmers greatly exceed the daily winter supplies, or if 
individual supplies vary in quantity from day to day. They do, 
however, require a certain basic level of supply during the winter, 
and this can only be obtained by a winter price sufficiently high 
to induce farmers to continue milk production in the winter. 

The importance of this class of distributor—the class known as 
the “big buyers ’—lies not in numbers but in dominance over 
the industry and particularly over price negotiations, though the 
total quantity of milk handled by them appears to be less than that 
handled by either of the other two classes of distributor. 

(6) Retailers with Urban Premises only.—The second class, 
and that responsible for retailing a greater total quantity than 
either of the others, consists of the retailers—whether large firms 
or individuals—that have no special facilities for, and prefer to 
avoid as far as possible, the conversion of surplus milk. Distribu- 
tors in this class conduct their operations only from urban premises, 
which are not suitably situated for the manufacture of dairy pro- 
ducts on a large scale. Consequently, these distributors aim at 
keeping their daily supplies as near as possible to the daily require- 
ments of their retail trade. They depend mainly on local milk 
bought on level contracts and resort to accommodation supplies 
from urban wholesalers for making up shortages. Should the 
surplus exceed the limited conversion resources of their own plant, 
they divert some of their supplies to creameries and factories. 
T'wo courses may be followed—either the milk is sold outright to 
the creamery or factory, or it is manufactured by them on an agency | 
basis at an agreed charge, the retailer remaining the owner of the 
product and assuming responsibility for its sale. Otherwise, where 
contracts permit, farmers’ supplies may be stopped for one day or 
more each week. | 

(c) Producer-Retailers.—The third class of distributor is the 
producer-retailer, a retailer dependent wholly or mainly on the 
milk produced by his own herd, which may be maintained on a 
farm in close proximity to the town or village where the milk is 
retailed, or—as is the case in certain towns, notably Liverpool, 
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Edinburgh and Cambridge—kept within the town itself. Producer- 
retailers usually carry on comparatively small businesses, and the 
main sphere of their operations is in rural districts and in small 
country towns where, as a class, they largely dominate the retail 
milk trade. As the total population residing in rural districts and 
in towns of under 5,000 inhabitants is roughly a quarter of the 
total population of England and Wales, it can be assumed that at 
least a quarter of the total quantity of milk consumed liquid is 
retailed by this class of distributor. The operations of producer- 
retailers, however, are by no means confined to these small centres 
of population. In the case of the largest consuming centres, the 
producer-retailer generally plays an important part in milk dis- 
tribution on the fringes of the urban area and his activities may 
extend within the centre itself. In some towns of intermediate 
size, such as Stoke-on-Trent (277,000), Bolton (177,000), and 
Halifax (98,000), the producer-retailer is prominent. In Stoke-on- 
Trent, some two-thirds of the licences issued for milk retailing are 
held by producer-retailers ; in Bolton, the proportion is nine- 
tenths, and in Halifax three-fourths. On the basis of the gallonage 
handled, the position of the producer-retailer does not assume the 
same relative importance, but the numbers of producer-retailers 
operating in these towns do show that the influence of this class 
is not restricted to those small centres of population where they 
practically dominate the market. In contrast to the towns men- 
tioned above, there are other towns of comparable size—as, for 
example, Newcastle-on-Tyne, Leicester and Warrington—which 
license comparatively small numbers of producer-retailers. 

Little information is available as to the proportion of the total 
milk supplies of the country that is delivered by producer-retailers, 
but the figure has been variously estimated at from 30 to 50 per | 
cent. The latter figure is certainly an over-estimate. 

The nearby producer enters very easily into the retail milk 
trade. He igs not under the necessity of providing special urban 
premises from which to conduct his retailing operations, and he is 
assured of his supplies. Inability to secure a wholesale contract 
or dissatisfaction with wholesale prices or contract terms may 
induce a producer, if suitably situated, to undertake retailing. But, 
in the absence of any financial inducement, consumers do not readily 
take to a new source of supply and, consequently, the producer- 
retailer is the most prolific source of price-cutting in the retail 
trade. Very frequently, he gains a footing by under-cutting the 
prevailing local price until such time as he has obtained a sufficient 
connexion to justify his charging the recognized retail price, and 
even then there may be some persistence in under-cutting in order 
to maintain or extend trade. 

19. Adjustment of Supply to Demand.—When once estab- 
lished, the producer-retailer adjusts his supplies to meet his require- 
ments by buying milk, or buying down-calving cows in the autumn 
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to supplement the autumn calvings of hisown cows. In the summer, 
he generally converts the daily surplus on the farm, sells the produce 
—cream, butter or cheese—on the milk round, and feeds the by- 
products to his stock. 

For other retailers, the adjustment of supply to demand day 
by day is less simple. The balancing function falls on two classes, 
namely, producers selling milk wholesale in quantities adjusted 
to the retailers’ daily requirements, and creameries and factories 
prepared to supply accommodation milk or to accept surplus for 
manufacture. The balancing task of the purely urban retailer 
is made easier when he is able to contract with producers for the 
bulk of his requirements in even quantities throughout the year. 
He knows then, within certain limits, by how much the volume 
oi his regular supply may vary and to what extent he may be 
dependent on the services of those who have manufacturing plants 
and reserves of milk at their command. Farmers’ co-operative 
cheese factories established early in the second half of the last 
century were the first to provide this balancing service to the 
retail trade, but, as the demand for the service increased with the 
growth of population in large cities, the function was exploited 
as a business by independent firms and, later, by large retailers who 
themselves set up country plants for the assembly and adjustment 
of supplies to meet their daily distributive requirements. 

This development of independent creameries and of depots 
owned by large urban firms has been greatly facilitated by the 
use of motor transport for collection from farms hitherto 
inaccessible, and later by the use of tank rail wagons and tank 
road lorries for the conveyance of milk over long distances from 
depots, factories and creameries. By these means, new districts, 
mainly of uneven seasonal and cheap production, have been drawn 
upon which would otherwise have remained unconcerned with the 
liquid-milk market. ‘The use of motor transport for collection has, 
however, also enabled urban retailers not possessing conversion 
plants to develop more intensively in some cases the production 
of milk in the neighbourhood of their towns, and to become less 
dependent upon regular but distant supplies. As a result, country 
ereameries and factories independent of any retailing connexion 
have now less opportunity than they had hitherto of securing 
contracts for supplying regular quantities to urban retailers except 
at severely competitive prices. 

There are thus two factors which greatly disturb prices—the 
producer-retailers and the independent creameries. The large 
distributive firms, taking account of these two elements, naturally 
endeavour to negotiate buying prices which will enable them to 
sell at retail prices immune from excessive price competition. 

20. Development of Large Distributive Units.—The establish- 
ment of large distributive units, such as are now a dominating 
feature in the milk trade of some large towns and cities, is a com- 


30 


paratively recent development. Before the War, the trade was 
in the hands of relatively small wholesaling and retailing units 
that were in severe competition with one another, not only in the 
purchase of supplies from the producer, but also in the urban dis- 
tributive trade and particularly in the semi-wholesale market 
where wholesalers were able to dispose of bulk supplies to institu- 
tions, hotels, shops and restaurants at cut prices. The desire to 
combine, and so to avoid a certain amount of this excessive com- 
petition, was no doubt present, but the opportunity and the definite 
incentive to give effect to that desire did not arise until the War 
period. The need for co-ordination of effort at that time resulted 
in the amalgamation of many businesses and also gave opportunity 
to the most efficient of the existing firms to outstrip their com- 
petitors and secure a greater share of the trade. 

Although the activities of these large distributive units are 
mainly confined to the important urban centres, there is to be 
noticed a tendency, particularly on the part of the industrial 
co-operative societies, to reach out into less-thickly populated areas. 
On the strength of the character of their service, and assisted by 
improved transport facilities which enable them to “feed ” sub- 
sidiary depots and roundsmen, the large distributors are un- 
doubtedly gaining a foothold in districts where fairly close, if not 
direct, contact between the producer and consumer has been 
general and might have been expected to prove very difficult to 
sever. In spite of these tendencies towards the concentration of a 
greater proportion of the trade in a smaller number of hands, how- 
ever, the total number of separate businesses does not appear 
to have diminished. ; 


21. Industrial Co-operative Societies as Retail Distributors.— 
Apart from the growth of large distributive units in private and. 
joint-stock company ownership, there has been an increasing 
participation in the retail milk trade by the industrial co-operative 
societies. In fact, the development of the milk trade of these 
societies since the War has been remarkable. In 1919, the 
e0-operative movement was responsible for no more than 24 per 
cent. of the total liquid-milk distributive trade in England and 
Wales, but by 1930-1, the proportion had increased to 14 per cent. 
The total quantity of milk distributed by 352 societies in the latter 
year exceeded 100 million gallons, and a steady rate of progress 
is being maintained. The trade has reached such proportions 
that the co-operative movement has established a_ special 
organization to deal with it—namely, the National Co-operative 
Milk Trade Association. 


22. Improved Distributive Service.—The greatest change in 
retail delivery in recent years has been the widespread introduction 
of returnable glass bottles in place of the open can and measure. 
Where the use of bottles has become general, it has influenced | 
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the type of vehicle used for delivery and has enabled delivery to 
be speeded up, and thus there is some saving in roundsmen’s time 
to offset the costs of transporting, washing, capping and replacing 
the bottles. 

The introduction of bottles has, however, been the cause of 
some avoidable trouble and expense to the distributive trade. 
Complaints are general that the consuming public is careless in 
the handling of bottles and in the uses to which they are put, but 
more serious is the deliberate and persistent use by traders of other 
traders’ bottles. This increasing misuse of bottles has, in fact, 
resulted in the establishment of an organization for the recovery 
and return of bottles to their rightful owners. Over 7 million 
bottles are stated to have passed through the hands of this clearing- 
house in 1931, principally in the London area. 

The method of distribution in non-returnable cartons, which is 
practised to some extent in the United States of America, has been 
tried in this country, but with little success, though one firm con- 
tinues to distribute the whole of its supplies in this way and claims 
to have in use an improved process that gives satisfaction. 

In addition to changes in the methods of delivery, there have been 
considerable developments since the War in the treatment and 
handling of milk before delivery, the most notable of which have 
been the increased adoption of heat-treatment of milk and 
mechanical refrigeration. Quality, asindicated by butter-fat content, 
has become more apparent to the consumer as a result of the use 
of glass bottles, which show a “cream line,” and distributors 
therefore tend to pay greater attention to richness. Legislation 
designed to secure improvement in the sanitary conditions of milk 
distribution and the official recognition of grades or special desig- 
nations of milk has caused distributors to pay greater attention to 
the hygienic quality of milk and has thereby increased distributive 
costs. 

The service that is provided by the best distributive organiza- 
tions has reached a high standard of efficiency. On the other 
hand, greater economy in distribution might be secured by the 
elimination of overlapping in the areas covered by individual firms ; 
but a reform of this nature would, of course, involve at the same 
time the elimination of competition. 


23. Official Supervision of Distribution.—Simultaneously, there 
has been an intensification of sanitary control in urban districts, 
as well as on farms. General control covers chemical composition, 
units of measurement, the hygienic condition of milk and dairy 
premises, and the use of legally recognized special designations. 
There has, however, been no reduction in the use of designations, 
such as ‘‘ nursery ”’ milk, that are unofficial and subject to no control. 


24. Rail Transport.—Reference has already been made to 
facilities for the transport of milk. A feature of milk transport 
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in the last few years has been the rapidly increasing competition of 
road transport, from which, as in almost every class of traffic, the 
railway companies have suffered substantially. This will be seen 
from the following statement of the quantities of milk carried by 
all standard-gauge railways in Great Britain and the receipts in 
each of the last four years :— 

Decrease compared with 


Year. No. of gatlons Receipts previous year. 
carried. L Gallons. Receipts. 
% % 
1928 As4 i 236,517,618 1,400,677 ma 54 
1929 = ae 230,115,208 1,364,674 2°7 3°5 
1930 he thd 215,522,165 1,285,212 6°3 5°8 
1931 r: 208,492,182 1,245,056 ao 3°1 


Railways still hold their own on long-distance haulage, but, for 
hauls of less than 100 miles, road transport is undoubtedly gaining 
ground. In an effort to reduce the severity of competition, the 
railway companies have, in fact, introduced a specially low rate for 
milk travelling to London from a zone of 40-100 miles to the west 
and south-west of the termini and have offered other facilities, 
such as the provision of special rolling-stock. 

A development of some importance, for which there is con- 
siderable further scope, is the use of rail tanks. ‘These are provided 
by the milk distributive firms and mounted on underframes pro- 
vided by the railway companies. There are about 120 of these 
tanks at present in use, the majority of which are of 3,000-gallon 
capacity and the remainder of 2,000-gallon capacity. A road-rail 
tank, which is more suitable for use where the collecting or dis- 
tributing premises are not situated on a railway, has been intro- 
duced more recently. 


25. Organizations of Distributors.—Like most distributive trades, 
milk distributors are organized both nationally and locally for 
safeguarding their particular interests, and in recent years these 
organizations have played a prominent part in the negotiation of 
agreements with producers as to the prices to be paid for supplies. 
In most towns there is a Dairymen’s Association, membership of 
which is voluntary and involves no obligation other than the 
payment of a subscription. The Associations, which vary con- 
siderably in strength and also in the extent to which decisions by 
Committees are observed in practice by the individual members, 
are federated into a national body known as the National Federation 
of Dairymen’s Associations, which represents the trade on the 
Permanent Joint Milk Committee and also on the Milk Distributive 
Trade Board, which is concerned with employees’ wages. On these 
latter bodies is also represented the Amalgamated Master Dairy- 
men, Ltd.,a body which covers a section of the trade in the London 
area and has no connexion with the Federation. 
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CHAPTER IV.—CONSUMPTION AND THE INTERESTS OF THE 
CONSUMER. 


26. Disposal of Milk.—The latest information available as 
to the disposal of the milk produced on farms in England and Wales 
is that provided by the Censuses of Agricultural Production for the 
years 1924-5 and 1930-1. The following summary, based on these 
censuses, shows the utilization of milk in the years ended 4th June, 
1925 and 1931 :— 

1924-5. 1930-1.* 


Million gallons. Million gallons. 
Sold off farms as : 








Liquid milk ae nae sh 818 949 
Butter cas sae 225 Sas 120 140 
Cheese aa ee ts e 54 60 
Cream Ep: Lae os a 8 164 
Consumed on farms as: 
Liquid Milk or Creamt ss 844 64 
Butter iat es es £A3 30 32 
Cheese ad sve 8 se 24 1} 
Totalt saat 1,117 13263 








From the point of view of consumption, the figure of most 
interest in the above summary is the amount of milk sold off farms 
in England and Wales, which amounted to 818 million gallons in 
1924-5 and 949 million gallons in 1930-1. The bulk of this milk 
finds its way to the liquid-milk market, but a proportion of it— 
commonly spoken of as “ surplus ’’—is definitely in excess of the 
- requirements of that market and has to be manufactured. Exactly 
what that proportion amounts to is largely a matter of conjecture. 


27. Consumption of Liquid Milk.—The statistical data re- 
lating to the consumption of liquid milk—whether of consumption 
in the country as a whole, or in particular areas or of particular 
classes of the community—are extremely meagre. In this respect, 
this country appears to compare very unfavourably with certain 
other countries for which comprehensive data of milk consumption 
and utilization are available. Kstimates of domestic milk con- 
sumption have been made from time to time, but none makes any 
pretence to statistical accuracy and some have either been dis- 
credited or are now out of date. 


The Astor Committeet accepted an estimate based upon data 
collected by the Local Food Committees in January, 1918. The 
conditions of the time were abnormal and the estimate of per capita 


* Provisional figures. 

+ Exclusive of milk fed to stock. 

~ final Report of the Committee on the Production and Distribution of Milk, 
1919 (Cmd. 483), para. 21. 
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consumption in Great Britain of -25 of a pint per day which that 
Committee adopted cannot be taken as applicable to the present 
— day. 

The Linlithgow Committee, which reported in 1923, expressed 
the opinion that the consumption of milk had almost doubled 
within the previous 40 years,* an estimate which, taking into account 
the increase of total population of about 46 per cent. during the 
same period, would indicate an increase of about one-third in per 
capita consumption. Apart from this, the Committee made no 
direct estimate of consumption but reproduced the estimates of 
the Ministry of Agriculture and Fisheries that the total consumption 
of liquid milk in Great Britain in 1921 amounted to 600 million 
gallons (representing a per capita consumption of -31 of a pint per 
day), and in 1922 to between 650 and 700 million gallons (repre- 
senting between -33 and -36 of a pint per head per day).t 

In the Ministry of Agriculture and Fisheries’ Report on T'he 
Fluid Milk Market in England and Wales,t the general average 
per capita consumption is put at just under -33 of a pint per day, 
the predominant range being between -25 and -40 of a pint. ‘These 
figures were based upon general estimates made in a number of 
towns and cities and cannot be regarded as accurate statistical 
calculations. On the assumption that per capita consumption 
was one-third of a pint per day, or 15+ gallons per year, the total 
quantity of liquid milk consumed in England and Wales in 1925 
was stated to be 593 million gallons. “ 

In his Annual Report for 1928, the Chairman of United Dairies 
Ltd. stated that the average delivery per household made by 
their roundsmen was 1-7 pints per day. On the basis of the Regis- 
trar-General’s figures for the numbers of persons per family and 
families per household, this delivery represents a per capita con- 
sumption of about one-third of a pint per day. A statement sup- 
plied by the Co-operative Union Ltd., showing the sales of milk by 
17 large retailing societies in 1931, with a total annual turnover 
of over 20 million gallons, gives the average delivery per household 
at 1-33 pints per day, which is equivalent to -28 of a pint per head 
per day. The “‘round books”’ of certain other firms for which figures 
are available show deliveries in 1931 ranging from 1-00 to 1:75 
pints per household per day. In the case of all estimates based 
upon milk sellers’ returns, however, it must be borne in mind that 
many households are served by more than one milk seller, and, 
in so far as this is so, the above estimates must be too low. 

There is another more general but less direct method of arriving 
at an estimate of liquid-milk consumption, namely, by converting 
into liquid milk equivalents the milk products produced off the 
farms as shown in the Report on the Census of Industrial Production 


* Cmd. 1854, para. 14. 
+ Ibid., paras. 9 and 11. 
{t Economic Series No. 16, pages 103 e¢ seq. 
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and deducting this total, plus an allowance for wastage, from the 
quantity of liquid milk sold off farms. 


In 1924-5, it was estimated that 932 million gallons of milk 
were sold off farms in Great Britain.* The Table reproduced as 
_ Appendix D shows the output of creameries and other establish- 
ments where milk was manufactured and the fresh-milk equivalents 
of these quantities, calculated on conversion figures supplied by the 
Ministry of Agriculture and Fisheries. The total quantity of milk 
absorbed in manufacture off the farms was estimated at 106-0 
million gallons. If an allowance of 3 per cent. of the total produc- 
tion be made for wastage, the balance remaining, which presumably 
was disposed of in the liquid market, amounted to 787-8 million 
gallons. ‘To this must be added the liquid milk consumed on farms, 
which raises the total to 896-4 million gallons and represents a 
per capita consumption of about -44 of a pint per day—a figure 
considerably higher than that indicated by the direct estimates 
noted above. This method of computation has also been applied 
to the preliminary results of the Industrial Census for 19307 and 
of the Agricultural Census for 1930-1, though the results for Scotland 
have not yet been published. The total consumption of liquid 
milk is estimated at 946-9 million gallons, which represents -46 of 
a pint per day per person.{ It is probable that the estimates 
arrived at in this way are too high. 


To sum up, the general indications are—firstly, that the daily 
per capita consumption of milk in this country falls between one- 
third and two-fifths of a pint, and secondly, that the total require- 
_ ments of the liquid market of England and Wales in 1931 amounted 
to between 607 and 730 million gallons. 


28. Variations in Consumption.—An important consideration 
in respect of milk consumption is the variations in per capita con- 
sumption in different consuming centres, although on this point 
also there is a lack of comprehensive statistical data. The causes 
of these variations are obscure, although, as is mentioned below, 
they do not appear to be closely associated with differences in 
retail prices. 


* The Agricultural Output of England and Wales, 1925 (Cmd. 2815), and 
The Agricultural Output of Scotland, 1925 (Cmd. 3191). 

It is more satisfactory to treat Great Britain as a unit when dealing with 
Census of Production figures ; the application of the result to England and 
Wales is not likely to lead to any serious error. 


+ Preliminary Report on the Butter, Cheese, Condensed Milk and Mar- 
garine Trades, published in the Board of Trade Journal, 31st March, 1932. 


t It should be borne in mind that the information upon which this figure 
is based is subject to revision and, further, that in using the provisional figures 
of industrial production some estimates have been made which may be 
subject to considerable error. The quantities of industrial production shown 
in the Table in Appendix D are based upon, but are not necessarily identical 
with, the official figures, which are not complete for all products. 
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A Table is given in The Fluid Milk Market in England and 
Wales* which contains the estimated per capita consumption in 24 
centres varying in size from Chichester, with 13,000 inhabitants, 
to Liverpool, with 856,000. The estimates of per capita consump- 
tion of milk vary widely from -22 of a pint per day in Hull to -71 
of a pint in Chichester. The Health Departments of several towns 
and cities attempt in different ways to ascertain the total quantity 
of milk sold daily within their areas. From information obtained 
from this source, it is computed that, in 1931, the daily per capita 
consumption in Cardiff was -37, in Newcastle-on-Tyne -39, in 
Bradford :40, in Bristol -37, and in Bournemouth -68 of a pint. 

With variations such as are indicated above it is necessary to 
treat with care any general estimates of total consumption or per 
capita consumption for the country as a whole. 

Another kind of variation in per capita consumption is that 
associated with differences in social groups. This may be the result 
of differences in purchasing power, domestic habits or standards 
of dietetic education. While there are no reliable statistics 
regarding the variation of consumption as between different classes 
of the population, it is well known and generally accepted that such 
variations do exist. Further, it is reasonable to suppose that the 
response to changes of price is not the same for all groups, par- 
ticularly if the groups differ widely in their economic status. In 
this connexion, it may be noted that the Chairman of United 
Dairies, Ltd., in his Annual Report for 1931, drew attention to the 
falling-off in demand among middle-class customers as a result of 
reduced purchasing power.} 

There is evidence to show that the recent trend of consumption 
is downward rather than upward, a fact of some importance in 
view of the increase in milk production and the low values of milk 
for manufacture. : 


29. Influences Restricting Consumption.—An effort has been 
made to ascertain what restrictive influences are in operation in 
this country tending to keep the consumption of milk at such 
relatively low levels. It is a restatement of the position rather than 
an explanation to say that this is not a milk-drinking country. 
For the average adult, milk, as a beverage, occupies no place com- 
parable with that of tea, beer or even spirits; there is, in fact, 
among many sections of the population, a prejudice against it as 
a beverage, except for children. In these circumstances, milk 
has gained but little from factors which might have been regarded 
as propitious to an increase in consumption. Through taxation 
in post-War years, beer has been raised in price to levels which 
would have been regarded as incredible in the days before the 
War, and spirits have not only been weakened in quality but their 


* Economic Series No. 16, p. 109. 
f See Times, 29th October, 1932. 
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price has been raised to levels which place them in the luxury 
class. It might be noted in this connexion that one of the alleged 
causes of the increase in milk consumption that has taken place 
in recent years in certain American cities, particularly New York, 
is the prohibition of the sale of alcoholic liquor. Whether or not 
this allegation has any foundation in fact, it is true that in that 
country milk is consumed as a beverage by sections of the popula- 
tion which in this country would hesitate to drink milk in public. 

It might with almost equal truth be said that in this country 
milk is not commonly regarded as a food, except for infants and 
invalids. In the households of a very large section of the popula- 
tion it is as an adjunct to other beverages, of which tea is the 
principal, and to cooked dishes, that milk finds its most common 
use ; it is comparable with sugar rather than with meat in its 
dietetic use. Tea requires a small addition of milk as compared 
with coffee, and this must always be borne in mind in any com- 
parison between the consumption of milk here and in a coffee- 
drinking country. It is doubtful whether any importance can 
be attached to the temperate nature of the climate as a contributory 
cause of low consumption, though it is sometimes asserted that the 
demand for milk increases suddenly with periods of extreme heat 
or extreme cold. 

Apart from general influences of the kind mentioned above, 
the criticisms of the milk supply that are frequently made by 
certain members of the medical profession cannot fail to exercise 
a deterrent influence on any expansion of milk consumption. The 
public is repeatedly alarmed by statements that milk is “ unsafe ” 
— unless it is treated by heat, by statements that when it is treated 
_ by heat its nutritive value is impaired, and by reports of outbreaks 
of disease said to be due to milk-borne infection. Assertions that 
milk is an unsafe food are based mainly on the occurrence of living 
bovine tubercle bacilli in a percentage of samples of milk taken in 
the course of delivery to the public, and on the known high in- 
cidence of tuberculosis among dairy herds in this country. ‘The 
impression on the public mind is strengthened by the insistent 
advertising of individual retailers that the milk they themselves 
deliver is ‘‘ safe,” the obvious inference being that other milk is 
unsafe. 

Propaganda on the part of the medical profession may have 
little effect on ordinary purchases of milk for addition to tea or 
for cooking, but it is probably instrumental in deterring many 
parents from giving milk to their children to drink. It is in iust 
this sphere that there is the greatest need and the greatest scope 
for increased milk consumption, and it is evident that the closest 
attention should be given to the question of setting up a hygienic 
standard capable of application to a large proportion of the total 
supply of milk offered to the liquid market. If a standard can 
be established that commands the support of the medical profession. 
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one of the great deterrents to an increase of milk consumption will 
have been removed. 

It is generally conceded that in the methods of handling milk 
in the course of distribution there has been great improvement since 
the War, but much remains to be done before confidence can be 
instilled in the public mind that all milk is sold in conformity with 
the strictest hygienic standards. There are firms, large and small, 
whose operations cannot fail to command public confidence, but 
there are still many whose equipment and methods leave much 
to be desired. The sale of unbottled milk is still too prevalent, 
and when a bottled-delivery service is given the measures taken 
for washing and sterilizing the bottles are sometimes inadequate. 
The remedy of these defects by the voluntary initiative of the dis- 
tributive side of the industry and by strict and uniformly ad- 
ministered sanitary control will go far towards creating confidence 
in the general milk supply and predisposing the public to a greater 
consumption. 

The next consideration—namely, the price charged to the 
consumer—is one that some may regard as secondary in deter- 
mining the consumption of liquid milk, but to which others would 
accord a primary place side by side with the influences previously 
considered. It has been confidently asserted that the demand 
for milk is comparatively inelastic—that though the raising of the 
retail price by ld. per quart in the winter season may lead to a 
contraction of demand, the change is only temporary and soon the 
usual quantity is being taken at the higher price. This statement 
of the position accords with the conclusions reached by Ross,* 
whose researches in the New York market led him to say that 
“the demand for milk shows very little elasticity when the con- 
suming public becomes accustomed to a retail price which changes 
occasionally ;... a price which advances in the fall and recedes 
in the spring accustoms consumers to the idea of a variable milk 
price, so that consumption is practically unaffected when market 
conditions necessitate an advance in price.”’ 

The lack of direct relationship between the price of milk and 
the quantity consumed receives further support from a com- 
parison of the retail prices and per capita consumption (so far as 
known) in a number of English cities. There seems no connexion 
between the retail price-level prevailing and the per capita consump- 
tion ; as often as not the city with a retail price above the average 
has a consumption higher than the average. 

It is, however, difficult to accept the view that the retail price 
charged for milk is a matter of no importance in any consideration 
of the problem of consumption. The retail price for milk in this 
country since the War has been maintained at a level which makes 
it difficult to gauge the effect of price upon consumption over any 


* The Demand Side of the New York Milk Market, by H. A. Ross. Cornell 
University Agricultural Experimental Station, Bulletin 459. 
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considerable period ; and there is no ground for assuming that 
lower prices would not lead to increased consumption. The fact 
that retail milk prices in this country have not fallen in sympathy 
with other retail prices may be assumed to have restricted the sale 
of milk in some measure. If the demand for milk is to be extended 
- gradually but steadily in future years, the stimulus which would 
be given to this movement through a lower retail price must con- 
stantly be borne in mind. 

Since July, 1914, the Ministry of Labour has collected regularly 
each month retail prices of a group of foods, including milk ; the 
price data have been collected from retailers situated in 500 towns 
in the United Kingdom, and may thus be regarded as generally 
representative. The following Table shows the Index Numbers 
of milk and of all foods (excluding milk) :— 


Retail Index Numbers of Milk and of All Foods (excluding Milk). 
(July 1914 = 100.) 
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It will be seen that, since 1923, the average retail price of milk 
in the United Kingdom has fallen by about 54 per cent., while other 
food prices in general have fallen by about 24 per cent. It cannot, 
therefore, be gainsaid that, as compared with 1923, milk is now a 
relatively dearer food. 

The rigidity of retail milk prices is clearly brought out in the 
Table on page 40, which shows the average monthly retail prices 
for milk in the London area since 1922. As compared with 1922, 
average prices declined in 1923 and again in 1925 ; with the excep- 
tion of a slight rise in 1926, the price level established in the latter 
year continued until 1928, since when there have been small 
fluctuations. Between 1923 and 1931, the fall in retail prices in 
London was about 6 per cent., which is very similar to the fall 
in retail milk prices for the country as a whole as recorded 
by the Ministry of Labour. It may be that in some towns a certain 
number of consumers have been able to buy milk at “ cut” prices 
which may not have been fully reflected in the Milk Index Number 
compiled by the Ministry of Labour, which is based on the pre- 
dominant prices in the different towns. — 

The decline in retail milk prices has not been commensurate 
with the fall in producers’ prices. The latter, measured by the 
Index of Milk Prices compiled by the Ministry of Agriculture and 
Fisheries* (which, because of the method of construction, gives 





* See Chapter IT, para. 14. 
5259 B4 


a 


“INOqe’yT Jo ALQsIUL{ 
oy} Aq pourej}10ose se UOPUO'T UI SJOLISIP JUSLEYIP OE Ul YZUOUT YORE fo SurmULseq oy} Ye ooLId [le}oOI OSBIEAB OY} UO poseg x 





40 











L-GS §-93. §-9Z L-9G 96 96 G-9G 9% ES LZ 0-66 os a ODBIIAV 
8% 8% 8% 8Z 8S SS 8% 8% 8% 83 oe te. "*  FequLeo9({ 
SZ ¥G 8S 8% 8S 8S 8S 8% 83 8% os Be "**  FOQULOAO NT 
8% 7G 8S 8% 8S 83 8Z SZ 8S 83 oe Be a 1OQ OO 
ZG VS 8S 8S VG ae 9% 2G ZG 2G VG ee acl Toqmay dos 
4G VG vG 8S $Z FZ ¥S vz FS tz VE ee a gsnony 
ZG vG VS VG ¥z FZ VG ¥G VG VS 06 ee Be ide oe 
VG VG +E ¥G FG VG PE VG FG ZG 0G a ie “7 oun? 
VG FG ¥G ¥G FG ¥Z ¥G ¥G ZG Ve 0% = cA ABT 
v PG VG 7 ear EE 2s $6 a oo PG ¥G 9g i ae - [lady 
$s 8S 8S 8S 8S 8S 8Z 8S BE oe 9& ie os" "* YOIR yyy 
8S 83 SS 8S 8S 8Z 8S 8S GE cE 9g “ei By ALONG $f 
8S 8S 8% 8S SS 8S 8% 8S oe oe 9g “ me Avenue (° 
pix * “p “p “p "Pp “p "p "p —p "p “p 

‘SS6I ‘IS61 OS61 "6661 "8261 “LOOI "9361 "CC6L "P36 "SS6L ‘S661 “yquoy 


x CE-CObL ‘UwOpuoT ut (uop?DMb sad) sadiUig YD pojag hiysuopy abosoap 





41 


a favourable impression of producers’ returns), fell by about 154 per 
cent. between 1923 and 1931 as compared with a 54 per cent. reduc- 
tion in retail prices for the country as a whole and a 6 per cent. 
reduction in the London area. 


30. Consumption of Milk Products.—In any study of milk 
consumption it would probably be wise to take into account not 
only the consumption of fresh milk but also that of milk in the form 
of manufactured milk products. Owing to the high per capita 
consumption of butter and cheese, the position of this country is 
much more favourable in comparison with certain other countries 
as a consumer of milk and milk products than as a consumer of 
liquid milk only. The important place taken by milk products 
in the dietary of the nation is clearly brought out by a consideration 
of the volume of the imported produce.* Butter and cheese may 
not rank consciously in the mind of the consumer as alternatives 
to milk, but the increase in the consumption of these products 
in recent years in response to falling prices, while the demand for 
liquid milk has remained more or less static, seems a matter de- 
serving the closest attention of those responsible for the price 
policy to be followed in any milk marketing scheme. In contrast 
with butter and cheese, condensed milk, whether whole or skimmed, 
ranks as a direct competitor of liquid milk. For many purposes 
it can be, and in a very large number of households it undoubtedly 
is, substituted for liquid milk. The great expansion in recent 
years in the consumption of condensed, sweetened, skimmed milk, 
of which the bulk of the supplies are imported, cannot have failed 
to react to some extent on liquid milk consumption. 


31. The Special Case of Cream.—The consumption of cream is 
deserving of special attention, since this commodity may be re- 
garded as a rich form of milk, and its uses are in many respects 
similar to those of milk. Cream is the most palatable and most 
appreciated part of milk, and hence it is a commodity that should 
lend itself to stimulation of demand by advertising. The con- 
sumption of fresh cream purchased as such, however, is very low 
in this country and does not exceed one pint per head per annum, 
a fact which probably finds its primary causes in the high price 
at which cream is retailed and in the type of cream generally on 
sale. In the absence of standards of butter-fat content for cream, 
the public is compelled to judge quality by the criterion of thickness. 
Owing to factors other than butter-fat content being associated 
with thickness, if only to a minor extent, this is by no means an 
infallible indication of quality, but no other test is available to 
the consumer. ‘The supplyis mostly of cream with a consistency 
of not less than 50 per cent. of butter-fat, and the production of one 
gallon of cream of this quality requires about twelve gallons of 


* See, in this connexion, Chapter V, para. 36. 
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milk. When, therefore, the value of milk for manufacturing pur- 
poses was almost at a parity with that of milk for liquid consumption, 
cream became recognized as a relatively expensive commodity and 
one that could only infrequently be afforded by the majority of 
consumers. ‘hough much of the cream now sold is manufactured 
from milk that is bought at prices less—in many cases, considerably 
less—than those ruling for milk for the liquid market, there has 
been no disposition on the part of retailers generally to encourage 
a more widespread use of cream by a material reduction of retail 
prices. ‘The policy has been to maintain the relationship between 
the retail price of cream and of milk—a policy unjustifiable in view 
of the wide disparity which has arisen between the value of manu- 
facturing milk and that of milk for liquid consumption. The gross 
margin of profit taken when cream is retailed in cartons of less than 
half-pint capacity is in the region of three times the wholesale 
price of the cream. A high rate of profit on a small turnover seems 
definitely to be the price policy in the retail cream trade. Considering 
the price the farmer receives for the raw material, the consumer is at 
present being exploited in his purchases of cream ; or, regarded from 
another point of view, considering the price the consumer pays, 
the farmer is being exploited. Thedemand for cream is very elastic, 
and a reduction in the retail price in proportion to the fall that has 
taken place in the wholesale price would undoubtedly result in an 
increase in demand. The conservatism of the trade and its not 
unnatural complacency with the existing position is also reflected 
by the fact that little or nothing has been done to stimulate a 
demand for cream of lower butter-fat content than that normally 
sold ; such cream has a use in the diet—for example, with break- 
fast cereals, for which thick cream is less suitable—and its relative 
cheapness would be an added inducement to its purchase. The 
prescription of a butter-fat standard related to a trade description 
of such cream would be a first step in giving the consumer greater 
confidence in this product and popularizing its use. In cream rests 
one of the greatest possibilities of increased milk consumption, and 
both producer and consumer should benefit through a reduction of 
the distributive margin to more reasonable proportions. 

There is also scope for extending the consumption of milk and 
cream through the sale of ice-cream. This product has advanced 
rapidly in public favour in recent years, but, in the absence of any 
legal requirements as to its constituents, milk and cream tend to 
give place to cheaper substitutes in its manufacture. 
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CHAPTER V.—MANUFACTURE AND IMPORTS. 


32. Manufacture in Relation to the Liquid Market.—As com- 
pared with the dairying industries in such countries as Denmark 
and New Zealand, an outstanding feature of the dairy industry in 
England and Wales is the high proportion of the milk output which 
is absorbed for liquid consumption. While Denmark and New 
Zealand, for example, probably manufacture about nine-tenths of 
their total supplies, the liquid milk market in England and Wales 
absorbs between 55 and 65 per cent. of the total production, less 
such as is fed to stock. This leads to certain marked differences 
in the general structure of the dairy industry, for whereas in those 
countries its organization centres round the manufacture of milk 
products, in most districts of this country the liquid-milk market 
occupies a dominant position with the manufacture of dairy products 
essentially subsidiary. 

It is a feature of milk marketing, not altogether confined to 
this country, that the sale of milk for liquid consumption affords 
to the producer the most remunerative outlet for his milk. The 
increasing disparity between liquid and manufacturing milk values 
since the pre-War period is shown by the following Table :— 


Re etna Manufactur- 
sali es ing Value on : : 
Year. aoe ae ‘| Cheese-price Disparity. 
=: Basis.} 
Pence per Pence per Pence per 
gallon. gallon. gallon. 
TOES) ge ae Bes 8°75 4°80 3°95 
1922-3§ ... ie “ee 15°62 9°63 5°99 
1931-2§ _... ve Bea 12°12 4°75 137 


Whatever may have been the weaknesses of the system of 
collective bargaining as practised in the last decade, it can hardly 
be doubted that it has assisted in cushioning the world fall in the 
value of milk which has taken place in the last few years. In 
these circumstances, the manufacture of milk products in this 
country, both farm and factory, has inevitably been attended in 
recent years by increasing difficulty. The farm producer of cheese 


* Based upon monthly figures supplied by the Ministry of Agriculture and 
Fisheries. 

+ The figure for 1913 is based upon the average annual values of Ist and 
2nd quality New Zealand and Canadian cheese, allowing 2d. per gallon for 
manufacture. The others are the values on a similar basis fixed by the 
Permanent Joint Milk Committee. 

t Calendar Year. 

§ Contract Year, October-September. 
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and butter, suffering through the depression of his market as a 
result of the low price of imported products and experiencing 
difficulty in securing the necessary skilled labour for his dairy, has 
sought in many cases to avoid manufacture, even though this 
entailed selling his milk at prices very much below those negotiated 
for his district. The position of the commercial producer of dairy 
products, except such as produce proprietary articles, has been 
equally difficult and has also had disturbing effects on the liquid 
milk market. 


It must be remembered that one feature—in fact, a very definite 
weakness—of all the price-structure plans which have been in 
operation during the period of collective bargaining is that they have 
made no provision to enable manufacturers requiring milk purely 
for the manufacture of lower-valued products to obtain their 
supplies at prices which would make it possible for them to compete 
with imported supplies of those products. It is true that the 
negotiated terms provided for the purchase and sale of a proportion 
of total supplies on the basis of the estimated value for manufacturing 
purposes ; but it made no arrangements for the manufacturer with 
no interest in the liquid market to obtain ail his supplies at such 
prices. This omission has been responsible on several occasions 
for the refusal of the National Association of Creamery Proprietors 
and Wholesale Dairymen—the association on which manufacturing 
interests are largely represented—to be parties to the prices — 
negotiated by the Permanent Joint Milk Committee. Their 
position, in so far as they are manufacturers of products subject 
to severe competition from imports, is perfectly intelligible. It 
was obviously impossible for them to purchase milk, part of which 
had to be paid for at prices entirely unrelated to the world value 
of manufacturing milk, to manufacture such milk and to sell the 
products at a profit in an open market, while similar products 
could be freely imported from abroad. While the negotiated 
terms may have catered admirably for the requirements of 
the liquid milk distributor, by assuring him that excess supplies 
need only be paid for on the basis of their potential value for 
manufacturing purposes, they have made it practically impossible 
for a manufacturer, as such, to accept the agreement. The creamery 
proprietors contend that circumstances have forced them and 
other manufacturers to buy outside the agreement terms 
or to invade the liquid market; they have, in fact, generally 
continued to buy their milk at a flat rate. As a result of com- 
petition from buyers for the liquid milk market, however, these 
terms have generally had to be higher than the milk was worth for 
purely manufacturing purposes. ‘The inevitable result has been 
that such buyers have sought more and more to take advantage 
of the higher price prevailing in the liquid milk market, and, in 
order to secure an entry into and to maintain a hold on that market, 
they have resorted widely to the practice of cutting the prevailing 
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price. ‘The absence of provision to make such milk as is not des- 
tined for the liquid milk market available in quantity to manu- 
facturers at prices in accord with actual raw material value is 
undoubtedly one of the gravest weaknesses of the terms that have 
been negotiated ; besides being a disturbing factor in consuming 
centres, it has tended to make manufacture more and more a 
secondary consideration to the liquid-milk market. 


33. Farm Manufacture.—One of the outstanding features of 
the manufacturing position in this country is the way in which 
farm manufacture has persisted. In the year 1924-5 it would appear 
that something like 304 million gallons of milk were manufactured 
into milk products of one kind or another in England and Wales : 
of this quantity, 215 million gallons (71 per cent.) were converted 
on the farm and 89 million gallons in creameries or by milk-dis- 
tributive firms. Butter accounted for over half of the gallonage 
manufactured on farms and in factories, and records indicate 
that about 13 or 14 times as much was made on the farm as in 
creameries or by milk distributors (apart from supplies which are 
sumply blended). Cheese ranked second from the point of view 
of the gallonage utilized, and farm output was in quantity about 
four times that of creameries and milk distributors. 

The preliminary results* of the most recent Census of Agricul- 
tural Production for England and Wales, which relates to the year 
ended 4th June, 1931, show the farm production of butter and 
cheese and the sales of cream off farms as follows :—butter, 651,000 
cwt.; cheese, 547,000 cwt.; and cream, 1,339,000 gallons. As 
compared with 1924-5, these figures represent an increase of about 
14, 9 and 100 per cent., respectively. The estimated milk equiva- 
lent of the total farm production in 1930-1 is 250 million gallons, 
as compared with 215 million gallons in 1924-5. 

The main reason for the continuance of manufacture on farms 
in the case of butter is the fact that it is closely lmked up with 
a particular type of husbandry, namely, stock-raising ; butter is, 
in effect, the joint product of this branch of farming. There must 
also be taken into account the preference amongst certain sections 
ot the population for farm dairy products—a preference which, 
in some cases, especially as regards cheese, rests undoubtedly on 
merit. The prevalence of farm manufacture creates a complication, 
as part of the milk at present converted on the farm might in 
certain circumstances be sold off the farm, thereby increasing the 
amount of surplus to be dealt with. 


34. Factory Manufacture.—In factory manufacture of milk 
products, private enterprise is much more prominent than co- 
operative enterprise, and in this respect England and Wales differ 
from such countries as Denmark and New Zealand, where manu- 
facture is conducted for the most part through the producers’ own 





* Subject to revision. 
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associations. There are, at the present time, in England and 
Wales some 61 farmers’ co-operative societies engaged either in 
the distribution of milk or in the manufacture of milk products, but 
the achievements of co-operative dairying in this country fall far 
short of what has been achieved in other countries. The causes of 
this comparative lack of success were fully analysed by the Lin- 
lithgow Committee*, which considered that the movement merited 
more active encouragement than it had received. The inter- 
vening years have seen little development, but rather an increase 
in the difficulties of societies engaged solely in manufacture, owing 
to the penetration of large buyers for the liquid milk market into 
more outlying parts. 

The majority of the creameries, cheese factories and condenseries 
in England and Walest are concentrated in two main areas, one 
comprising Somersetshire, Dorsetshire and Wiltshire, and the other 
Cheshire, Flintshire, Shropshire, Lancashire, Derbyshire, Stafford- 
shire, Leicestershire and Nottinghamshire. There are smaller 
concentrations in Yorkshire, Carmarthenshire, Devonshire and 
Cornwall, and Sussex. Until cheap and rapid transport made it 
possible to bring in milk from distant country districts to consuming 
centres, the dairy-product factories had to pay no more for their 
raw material than its value if retained for manufacture on the farm. — 
Transport developments have, however, reduced progressively 
the number of districts in which milk can be bought exclusively 
for manufacture at prices that leave a profit. 


35. Output of Factories.t—The chief products manufactured 
in creameries and factories in this country are cheese, butter, cream, 
and condensed and dried whole milk. Considerable quantities 
of milk are also used in the manufacture of chocolate. There is 
also a small trade in themanufacture of secondary products, such as » 
condensed and dried skimmed milk, skimmed-milk cheese, whey- 
butter, lactose, casein, and a number of pharmaceutical products, 
and in the sale of by-products such as separated milk. In addition, 
a certain amount of milk is used in the manufacture of margarine. 

(a) Cheese—The output of cheese in 1930 by firms in Great 
Britain employing more than 10 persons is given as 387,300 cwt. ; 
in addition to this, 73,000 cwt. were made on the premises of milk 
distributing firms. Unfortunately, these census figures do not, 


* Cmd. 1854, paras. 116 to 129. 

+ A list of creameries in England and Wales, together with a map showing 
their geographical distribution, is reproduced in the National Farmers’ Union 
Year-Book for 1930. 

t The figures of factory output, including the output of milk distributors, 
shown in this paragraph are provisional and relate only to establishments 
employing more than 10 persons (see Fourth Census of Production, 1930 ; 
Preliminary Report No. 8. The Board of Trade Journal, March 31, 1932). 
Estimates of total output of all establishments are shown in Appendix D,. 
The figures relate to production in Great Britain; separate figures for 
England and Wales are not yet available. 
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in the case of cheese, differentiate between cheese actually made 
and cheese which has been blended from either home or imported 
cheese. As this latter trade has expanded greatly in the years 
between 1924 and 1930, mere figures of the gross factory output 
in 1930 give no indication of actual changes in the production of 
English cheese. The exclusion of firms employing 10 or fewer 
persons also makes difficult a comparison with the census figures 
for 1924, but it is estimated that the quantity of cheese made in 
creameries and factories in 1930 “‘ may have exceeded that made 
in 1924 in the proportion of 3 to 1.’’* 

Milk sold off farms and surplus to the requirements of the liquid 
milk market is largely converted into cheese. In fact, the main role 
of the factory-cheese process in the dairy industry of this country 
is the conversion of milk for which no other use can be found. 
Nevertheless, there are also factories which exist primarily for the 
manufacture of cheese, notably those in the Stilton cheese-making 
district of Leicestershire. In such specialist factories, particular 
attention is paid to the quality of the output, but this can hardly 
be said of many of the factories or country depots, which exist 
primarily to supply the liquid milk market and in which much of 
the cheese made realizes a lower wholesale price than that of 
Dominion cheese. 


(0) Butier—The output of the factory-butter industry in this 
country consists mainly of blended butter in which imported butter 
is used with varying quantities of the home product. Less than 
a dozen small factories are engaged in making butter from home- 
produced cream and selling the output unblended. Some butter 
factories do not make any butter whatsoever, while others both 
make and blend. The total quantity of butter manufactured in 
creameries and by milk distributors in Great Britain in 1930 was 
74,400 cwt., requiring for its production about 20 million gallons 
of milk. One of the main reasons for the failure of the creamery- 
butter industry in this country to expand is the small proportion 
of the milk constituents which butter-making absorbs and the 
consequent necessity for economic disposal of the by-products. 


(c) Cream.—Cream production in creameries in Great Britain 
in 1930 amounted to 1,210,000 gallons, and by milk-distributive 
firms to 411,000 gallons, the total milk equivalent of these quantities 
being 21 million gallons. The demand for cream is very irregular 
though at the same time subject to well-known fluctuations at differ- 
ent periods of the week and of the year. In view of the fact that 
cream is at least as perishable as milk itself, the sale of fresh cream is 
not a suitable conversion outlet for surplus milk in country plants. 
On the other hand, in urban distributive businesses, this objection 
does not apply. Further, cream made by urban distributors 
which is surplus to demand can be made into butter, but only 


* Fourth Census of Production, 1930; Preliminary Report No. 8, page ix. 
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a small quantity is so converted ; this is borne out by the fact that 
the butter produced in 1930 by milk distributing firms amounted 
to only 2,100 cwt. Fresh cream production in this country for 
retail sale is almost confined to thick whipping cream with a butter- 
fat content of not less than 50 per cent. ; this is sold at a high price 
and meets a limited—in fact, almost a luxury—demand. The 
greatest chance of expansion in cream consumption seems to lie 
in the reduction of present retail cream prices or in the develop- 
ment of a trade in cream of a lower butter-fat content ; this latter 
would probably be facilitated by the setting-up of butter-fat 
standards, voluntary or statutory, to take the place of the present 
quality criterion of thickness applicable only to thick, whipping 
cream. An industry is developing to compete with imports of 
sterilized tinned cream of 25 per cent. butter-fat content ; this 
cream is packed in tins of 6-oz. content and sold under brand names 
as a proprietary article. 

(d) Condensed and Dried Milks.—The Census of Industrial Pro- 
duction for 1930 shows a total production in Great Britain of 
874,300 cwt. of condensed milk, with or without the addition of 
sugar ; assuming that the product is for the most part condensed 
whole milk, this would require nearly 24 million gallons of milk 
as raw material. There are 12 establishments in Great Britain for 
the condensation of milk. The plant is costly and requires a large 
throughput for economical running. The product is, for the most 
part, packed in small tins, under brand names, for sale as a pro- 
prietary article. Similarly, the drying of milk requires a large 
throughput to make the plant economical in operation. Dried 
whole milk is packed ready for retail distribution and is sold under 
brand names as infant food, the milk in some cases having been 
modified in composition by extracting part of some of the con- 
stituents and adding other substances. Dried skimmed milk, 
on the other hand, is sold in bulk, for the most part for commercial 
purposes. The total quantity of milk-powder manufactured in 1930 
was 134,000 cwt., equivalent to 10,500,000 gallons of milk. The fac- 
tories for the manufacture of these condensed and dried products 
have been set up primarily for manufacturing, but as the products are 
not perishable and can be put into stock, the factories can, without 
dislocation of their trade, cease manufacture and transfer their 
supplies of raw material to the liquid milk market when it is more 
profitable to do so. It is a common practice for an arrangement 
to be entered into with milk distributing firms for the exchange of 
winter milk for summer milk; then, when the distributive trade 
has more milk than it can handle in the flush period, it directs 
some or all of the excess to the factory, and in the following 
winter can rely on drawing on it for an equivalent volume. 

(e) Separated Milk.—Separated milk—the by-product of butter 
and cream production—is sold in comparatively small quantities 
by factories and creameries. In 1930, the sale of separated milk 
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accounted for only about one-tenth of the milk utilized for the 
manufacture of butter and cream, and showed a realization value 
of approximately 24d. per gallon. It does not follow that the re- 
mainder of the skimmed milk is wasted ; large quantities are used 
within the factories for further manufacturing processes and would 
not be recorded in the Census of Production returns. 


36. Imports.—A memorandum on imports of milk and milk 
products appears as Appendix E to this Report, but it may be 
convenient here to draw attention to certain broad features of the 
import position. 

As compared with home production, imports of dairy products 
assume large dimensions. During the 3 years 1929-31, the average 
quantities of milk and milk products imported into the United 
Kingdom and retained for domestic consumption (i.e. total imports 
less re-exports) were as follows :— 


Cut. 
Butter Pas Ne a0 ae ce: 6,877,000 
Cheese ee = fe — seh 2,967,000 
Cream es aie ass, Se 149,000 
Condensed Milk, siiols 663,000 
Condensed Milk, separated or aaauvied 2,104,000 
Milk Powder ae ae ar 282,000 
Preserved Milk of other ads aK 3,000 
Liquid Milk a 2a 63,000 


These quantities converted ae aioe milk equivalents, on the 
basis of the quantity of milk which would be required to manu- 
facture them in this country, give a total of 2,185 million gallons 
of whole milk, or nearly one-and-a-half times as much as the total 
production of milk of the United Kingdom in 1930-1. Expressed in 
another way, the imported supplies represented some 453,000,000 
gallons of whole milk and the cream extracted from 1,732,000,000 | 
gallons of whole milk, the residues of the latter milk being retained 
in the countries of manufacture or exported elsewhere. 


The significance of the imported supply is emphasized when its 
estimated milk equivalent is contrasted with the estimated 
milk equivalent of the home-produced supply of milk products. 
The year 1924-5 is the most recent for which all the necessary 
data are available. On the basis of the figures disclosed by the 
Census of Industrial Production in 1924 and the Census of Agricul- 
tural Production in the year ended 4th June, 1925, it can be esti- 
mated that the total production of milk products in the United 
Kingdom was equivalent to approximately 401 million gallons of 
whole milk. Of this, 280 million gallons were converted on the 
farms and 121 million gallons in creameries and factories and 
by milk distributors. The estimated whole-milk equivalent of 
the average net imports in 1924 and 1925 was about 1,754 million 
gallons, or nearly four-and-a-half times the milk equivalent of the 
home-produced supply of milk products. 


During 1930-1, the average net imports of milk products were 
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equivalent to approximately 2,265 million gallons of whole milk, 
some of the constituents of a large part of which were retained in 
the countries of manufacture. Home production of milk products 
in the United Kingdom during the same period may be estimated 
as equivalent to 483 million gallons of whole milk, of which 317 
million gallons were converted on the farm.* In 1930-1, therefore, 
the milk equivalent of the imported supplies was approximately 
four-and-three-quarter times that of home-produced supplies. 

The United Kingdom is the largest and most important market 
for practically all kinds of exported dairy produce. Slightly less 
than half of the imported butter is received from British countries, 
the most important Empire sources being New Zealand and Aus- 
tralia, from both of which there have been considerable increases 
in recent years. The most important source of foreign butter supplies 
is Denmark, which, in recent years, has exported steadily increasing 
quantities to the United Kingdom. Empire supplies of cheese in 
1931 represent about 87 per cent. of the total imports, the chief 
sources being New Zealand and Canada; the bulk of foreign 
supplies is imported from the Netherlands and Italy. Empire sup- 
plies of cream (most of which comes from the Irish Free State) have 
declined in importance since 1923, and in 1931 represented about 
44 per cent. of the total—a decline which is accounted for by the 
increase in the imports of tinned cream, chiefly from Denmark. 
Separated or skimmed condensed milk, which takes the place of 
first importance among imported varieties of condensed milk and 
of which the importation has increased tremendously since pre- 
War years, comes chiefly from the Netherlands ; only about 2 per 
cent. is imported from British countries. Imports of condensed 
milk (both sweetened and unsweetened), other than separated or 
skimmed milk, come mainly from foreign countries. For a number 
of years prior to 1928, between 10 and 18 per cent. of the un-— 
sweetened variety was of Empire origin, but, with the decline in 
Canadian supplies, the proportion has fallen to about 7 per cent. 
The bulk of both these classes of condensed milk is derived from 
European countries—notably the Netherlands and Denmark— 
and the United States. Considerable quantities of dried milk, 
milk-powder and preserved milk of other kinds are imported 
from British countries, the chief Empire sources being New Zealand, 
Canada and Australia. 

Imports of liquid milk other than across the land boundary 
between the Irish Free State and Northern Ireland are negligible 
or non-existent except in abnormal circumstances. 

Imports of milk products from foreign countries and from the 
Irish Free State are subject to certain duties, particulars of which 
are given in Appendix F. 

* Complete and final returns for production in the United Kingdom in 
1930-1 are not yet available. In making this estimate, the figures shown in 


Appendix D have been used in conjunction with the 1924 figures of production 
and utilization in Northern Ireland. 
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CHAPTER VI.—THE LAW AS IT AFFECTS MILE. 


37. General.—The milk industry is governed by the Milk and 
Dairies (Consolidation) Act, 1915*, the Milk and Dairies (Amend- 
ment) Act, 19227, and the Food and Drugs (Adulteration) Act, 
1928,t, and certain Statutory Regulations. The Milk and Dairies 
Order, 1926,§ made by the Minister of Health with the concurrence 
of the Minister of Agriculture and Fisheries under the first-named Act, 
and the Sale of Milk Regulations, 1901,|| made by the Board of 
Agriculture under the Sale of Food and Drugs Act, 1899, are the 
principal Statutory Rules under which the production and distri- 
bution of milk are carried on to-day. 


38. The Milk and Dairies Order, 1926.—This Order is adminis- 
tered partly by the local Sanitary Authorities and partly by the 
Councils of Counties and County Boroughs. The Sanitary Authority 
is responsible for the registration of all persons carrying on the trade 
of cowkeeper or dairyman, and of all farms or other premises used 
as dairies. It also administers the elaborate provisions intended to 
secure the cleanliness of dairies, cowsheds, cows, and the persons 
milking or handling milk, as well as the provisions for preventing 
the milk itself from becoming contaminated or infected. Wide 
powers are also given to the Medical Officers of Health of the Regis- 
tering Authorities to prevent the spread of infectious disease: they 
may, for instance, prohibit the sale of milk from suspected premises, 
or prohibit a suspected individual from taking part in the production, 
distribution or storage of milk. 

On the Councils of Counties and County Boroughs there is imposed 
a duty to “cause such inspection of cattle to be made as may be 
necessary and proper for the purposes of the Act and the Order.”’ 
The Order also forbids the sale of milk from cattle suffering from 
certain specified diseases. 


39. The Tuberculosis Order, 1925**—This Order, made by the 
Minister of Agriculture and Fisheries under the Diseases of Animals 
Acts, 1894 to 1925, enables a local authority, on the report of a 
- veterinary inspector, to order the slaughter of cows giving tuber- 
culous milk or which on examination show definite clinical signs 
of tuberculosis or appear to be suffering from tuberculosis of the 
udder, and provides for a sliding scale of compensation to the 
owner. This Order is administered by the Councils of Counties, 
County Boroughs, and certain other boroughs. 


* 5 and 6 Geo. V, c. 66. 

7 12 and 13 Geo. V, ec. 54. 
£18 and‘19 Geo. V, ce. 31. 

§ S.R. and O. 1926, No. 821. 
| S.R. and O. 1901, No. 657. 
4 62 and 63 Vict., c. 51. 

** S.R. and O., 1925, No. 681. 
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40. Lack of Uniformity in Administration.—Although the Milk 
and Dairies Order lays down that it is the duty of the Councils of 
Counties and County Boroughs to cause such inspection of cattle to 
be made as may be necessary and proper for the purposes of the | 
Act, the authorities concerned have taken very different views of 
what is necessary and proper. In many counties, there is no routine 
inspection at all, and farms are only visited by the Veterinary 
Inspectors where there exists a definite suspicion that milk-borne 
infection is traceable to them. In other cases, the authority has 
instituted regular clinical inspection of dairy cattle at varying 
intervals by whole-time or part-time inspectors. In a few of these 
cases, this routine inspection is carried out as often as four times 

a year. 
; In this connexion, it is of interest to observe that routine clinical 
inspection, at least once every year, is compulsory in Scotland under 
Sec. 4 @) of the Milk and Dairies (Scotland) Act, 1914. The 
Scottish Board of Health has recommended local authorities to 
increase the frequency of routine inspection beyond the obligatory 
minimum to three times a year. Several counties have given effect 
to this recommendation, and others arrange inspections twice 
yeatly. The following Table relating to England and Wales 
summarizes the position in Counties and in such Boroughs as 
have administrative powers under the Diseases of Animals Acts :— 


Areas. | Staff. Cow and Heifer 





Population. 
(i) Routene Inspection by Whole-time 
Veterinary Officers. 
6 Counties Re se i 26 311,617 
25 Boroughs ... ab oH 38 27,920 
(ii) Routine Inspection by Part-time 
Veterinary Officers. 
8 Counties kek ae ae 64 237,588 
85 Boroughs _... x oon 94 30,044 
(iii) No Routine Inspections. 
45 Counties A) eas a — 2,0 T3437 
84 Boroughs... wel hs — 27,448 


Note.—The County of Nottingham, where a dual system of clinical inspec- 
tion and herd milk-sampling is operated, is excluded from the above Table. 

The six counties in which routine inspection by whole-time Veterinary 
Officers is in force are Cumberland, Durham, Middlesex, Surrey, Yorks., 
North Riding and Yorks., West Riding. 


In consequence of these varied views, the Milk and Dairies Order 
is enforced—where it is enforced at all—with a striking want of 
uniformity. In some districts, the majority of the farmers remain 
in blissful ignorance that any inspection can take place. This lack 
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of uniformity in administration is not confined to that part of the 
Order which is entrusted to the larger authorities. There is plenty 
of evidence of anomalies arising under the other part, although the 
urban Sanitary Authorities have generally carried out their duties with 
considerable zeal. Some of these anomalies are caused by the nature 
and wording of the Order itself. General phrases must necessarily 
be employed because it is impracticable to define on paper the amount 
of light, for instance, which is desirable in a cowshed. Nevertheless, 
there is often a variety of interpretation by no means justified by 
vagueness of phrase. In such cases, variations of interpretation are 
chiefly caused by want of proper training of the Sanitary Inspectors 
for this part of their duties. They do not know how much light a 
milker needs and they do not: know how far it is reasonable to insist 
on alterations to buildings. We have been informed of cases of real 
hardship inflicted on the owners and occupiers of farms by the too 
rigid attitude of inspectors without adequate knowledge of their 
business. On the other hand, in more remote districts, it is notorious 
that very half-hearted attempts at compliance with the Order pass 
muster. 


While we have no particular criticism to make of the administration 
of the Tuberculosis Order, it is clear that it cannot be carried out 
effectively without an adequate staff of Veterinary Inspectors. 
This Order and the Milk and Dairies Order are complementary to 
one another. This is clearly indicated by the covering letter* of 
the Ministry of Health to local authorities when issuing the Milk 
and Dairies Order, in which attention is called to the convenience 
and economy of having the same veterinary surgeons available 
for the administration of both Orders. It follows that imperfect 
administration in one case involves to a large extent the same 
weakness in the other. 


41. The Milk (Special Designations) Order, 1928.;—This Order, 
made by the Minister of Health under the Milk and Dairies (Amend- 
ment) Act of 1922,t recognizes and prescribes conditions for the 
following specia] grades of milk: (a) “ Certified’; (6) ‘“ Grade A 
(Tuberculin Tested) ” ; and (c) “‘ Grade A.”’ The Order also recog- 
nizes the use of the designation “* Pasteurized ”’ in respect of “ Grade 
A” and non-graded milk that has been heat-treated in accordance 
with specified conditions. Milk described as being of any of the 
above grades or as “ Pasteurized ”’ may be sold only under and in 
accordance with licences granted by the Ministry of Health or by a 
local authority. 


The following Table summarizes the essential conditions that have 
to be observed in respect of milk sold under these statutory desig- 
nations :— 


* Ministry of Health Circular No. 711. 
+ S.R. and O., 1923, No. 601. 
£ 12 and 13 Geo. 5, ce, 54. 
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We understand that the number of licences granted for each 
grade has increased steadily since the scheme was first introduced, 
but that the total number of farms in England and Wales licensed 
on 31st March, 1932, for the production of any of the three grades 
was only 1,105. There is no doubt as to the high standard of 
hygienic quality reached by the producers of ‘Certified’? and 
“Grade A (T.T.)” milk. The same may be said of the great 
majority of the producers of “‘ Grade A’”’ milk. The industry and 
the consumers generally owe a debt of gratitude to the pioneers who 
have faced the difficulties and discouragements necessarily inci- 
dental to anew development. The educational effect of the grading 
scheme has extended far beyond the limited number of licences, 
and has set a standard for all progressive producers. It is not too 
much to say that the recent improvement in the hygienic quality 
of milk, of which we have had abundant evidence, is in no small 
degree due to the scheme. 

We have, however, been impressed by the weight of the evidence 
from all sides—producers, distributors, consumers, and members 
of the medical and veterinary professions—indicating that the 
nomenclature of the official grades of milk is complicated and con- 
fusing. It has been suggested, and we are disposed to agree, that 
the designations do not indicate clearly the order of merit in which 
the three grades should be placed. It would, in fact, be true to say 
that persons not fully conversant with the conditions prescribed are 
quite frequently under the impression that ‘‘ Grade A”’ is milk of the 
highest quality because the title contains no qualification, “‘ Grade 
A (T.T.) ” of lower quality by virtue of the qualification added to 
the previous designation, and “‘ Certified ” the lowest of the three 
grades. The proper order is thus completely reversed. 

We understand that the present nomenclature is, in part, a 
survival of War-time control. Designations were then introduced 
to distinguish milk of high hygienic quality in order that producers 
of such milk might be authorized to charge higher prices than those 
permitted by the Milk (Prices) Order then in force. Subsequent 
developments of the grading system were to some extent hampered 
by the existence of goodwill values in the designations already in 
use, and to this may be attributed, in part, the present confusion. 
“* Grade A,” now the lowest of the special grades, was originally the 
highest, and is still widely regarded as such. It is not unnatural 
that those at present selling milk under this designation have a 
sense of vested interest with which they desire no interference. 


The lack of clarity in the present grade designations results in 
a further evil. It enables retailers to induce the public to pay some 
regard to unofficial titles, such as, ‘‘nursery milk,” “invalid milk,” 
and other expressions which may be applied to milk having no 
special hygienic quality at all, and which only serve to make con- 
fusion worse confounded. Within these misleading titles we do 
not include names indicating definite processes, such as “ sterilized 
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milk,’ “‘ homogenized milk,” “irradiated milk ’”’ and ‘“ stassanized 
milk.’’ We consider, however, that it should be made clear that 
these titles convey no official guarantee unless and until conditions 
have been officially prescribed. 

Side by side with defects in the nomenclature of the grades is the 
lack of any guarantee to the public that ordinary ungraded milk is 
of recognized hygienic quality. In our view, this is perhaps the 
most serious hindrance to any efforts to secure an increase in the 
consumption of milk by the great mass of the community. 


42. The Sale of Milk Regulations, 1901.—Apart altogether from 
the question of hygienic quality, there is no statutory definition of 
milk. The Sale of Milk Regulations, 1901, made under the Sale of 
Food and Drugs Act, 1899, provide that milk which is proved to 
contain less, than 3 per cent. of fat or 8°5 per cent. of non-fatty 
solids is presumed to be adulterated. The cow herself, however, 
can rebut this presumption, for if, on “ appeal to the cow,”’ the bulk 
proves to be of the same inferior quality as the sample, it is held to 
be proved that the sample was not, in fact, adulterated. The 
existence of this presumptive standard, however, does not, and should 
not, prevent the producer from giving a guarantee of quality, 
whether relating to cleanliness or composition, as part of his contract 
with the consumer. 

There are, however, certain aspects of the present law which 
appear to us to involve a certain amount of hardship to producers 
and distributors of milk. In particular, we would refer to the fact 
that, under the Food and Drugs Adulteration Act, 1928, the sale of 
adulterated milk is a quasi-criminal offence, and the seller must be 
convicted even though it is proved that he was neither responsible 
for, nor aware of, the adulteration. Many local authorities make it 
a practice before prosecuting to investigate fully all the circum- - 
stances which might have affected the question whether the offence 
was intentional or not, but this practice is not universal, and even 
where it is followed there is no absolute guarantee against the prose- 
cution of an innocent person. The law, as it stands, does not 
distinguish between the wilful adulterator and the unwitting 
victim of circumstances. The penalty that may be imposed on 
conviction is in no sense a deterrent to the fraudulent adulterator ; 
but, on the other hand, the honest man whose cows happen to have 
given milk of low quality is subjected to the indignity of a charge 
that suggests dishonesty. 
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CHAPTER VI.—COSTS AND PROFITS OF DISTRIBUTION. 


43. Nominal Distributive Margins.—The Linlithgow Committee, 
in their Interim Report on Milk and Milk Products, examined in 
some detail the nominal distributive margins in a number of towns in 
Great Britain, including London. The nominal retail margin of 8d. 
per gallon in London was regarded as a reasonable one, but, in the 
case of businesses engaged in the combined operation of whole- 
saling and retailing in London and elsewhere, the nominal distributive 
margin of ls. per gallon was thought to be excessive. ‘‘ In other 
words, the charge for handling and delivery of a gallon of milk 
should be less than a shilling a gallon.’’* 


The Table below shows the nominal distributive margin in 
London month by month from October, 1922, to September, 1932. 
It is based upon data strictly comparable with those used by the 
Linlithgow Committee when dealing with the distributive margin 
in Londont from January, 1913, to March, 1923. 


Table showing the Nominal Distributive Margin in London.t 


| | | 


phe males ais cae 1931-2 


Month. /|1 e203 1923-4 | on 1925-6] 1926-7 


Co 








Pence per galion. 








Oe. tao ke Tt 9? 11 112 114 VQ O42 124 12 
Nov. ...|> 12 11 93 | 11 Selita cy dla pla 12 113 
Dee! >: o.Al-scil2 8 94 11 113 113 Et ll 11 114 
Jam. feock > Te 12 94 et 113 114 11 11 11 11 
Bebi~ Trea. 22 12 94 il 11? 114 it 11 11 124 
Mar. «..\ 22% 15 93 Et 112 113 12 12 12 12 
Apré 2°... 1g 12 12 9 12 12 12 12 112 12 
Maga: tgs 22 12 12 12 12 12 12 12 123 12 
Jume- ...j. 12 12 12 12 12 12 12 12 123 12 
daly 72). 42 12 12 12 12 12 12 12 1214 114 
Agee \ ie BQ 12 12 12 12 12 12 12 12 114 
Sept. -...1.. Il? 12 113 10 12 12 12 12 12 114 
Yearly 

Average| 11:96; 11-75} 10-77} 11-08] 11-88} 11-75 |11-66 | 11-66 | 11-88 /|11-66 
As a Per- 

centage 

of the 

Average 

Retail 

Price, 


Per cent | 42-5 | 48-5 | 41-4 | 42-3 | 45-7 | 45-2 | 43-7 | 44-3 45-7 | 46-4 


“* Cmd. 1854, para. 225. 

+ Cf. Cmd. 1854, page 7. 

{ The nominal margin is the difference between the average prices paid to 
producers for milk delivered, carriage paid to London (data supplied by the Ministry 
of Agriculture and Fisheries) and the average retail price at the beginning of each 
month in 30 different districts in London as ascertained by the Ministry of Labour. 
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These figures show that the nominal distributive margin in 
London has remained exceedingly rigid since October, 1922. Except 
for the 2 years 1924-5 and 1925-6, the average margin has remained 
at between 112d. and 12d. per gallon. The charge for handling 
and distributing milk has thus shown no appreciable reduction on 
the figure of 12d. per gallon which the Linlithgow Committee con- 
sidered was capable of some modification to the benefit either of 
producer or consumer. The average margin has not merely 
remained stable during a period, the latter part of which has been 
characterized by falling prices generally and much reduced pur- 
chasing power amongst consumers, but it has actually increased 
relatively to the retail price of milk. The proportion of the retail 
price represented by the nominal margin has increased from 41°4 
per cent. in 1924-5, when it touched a low level, to 46-4 per cent. 
in 1931-2. 


44. Special Inquiries regarding Actual Margins.—We have made 
considerable inquiries into the question of the actual margins 
which distributors (both wholesale and retail) have earned during 
the last few years, and the extent to which such margins have 
been remunerative ; and we have focussed special attention on 
the matter of the retailers’ profit-margin. 

In addition to hearing evidence from a number of representatives 
of the milk-distributive trade, we have obtained information in 
regard to the costs, profits, etc., of individual businesses. Certain 
of this information has been obtained in reply to questionnaires, 
while in a limited number of cases inspection of the records of 
representative businesses has been carried out on our behalf and 
the results reported to us in detail. 


45. Complexity of Distributive Businesses—There are several © 
circumstances connected with, or incidental to, the distributing 
trade which have militated against our obtaining, in many instances, 
precise figures. One circumstance is that a number of the businesses 
carry on a wholesale as well as a retail trade, and no proper appor- 
tionment of expenses as between the two classes of trade is available : 
while, therefore, the profit-margin per gallon of such a business as 
a whole could be ascertained, it has not been possible to calculate 
with any accuracy what the margins have been for the wholesale 
and retail sections of the business respectively. Another circum- 
stance is that certain of the businesses undertake the manufacture 
and sale of milk products on a somewhat extensive scale ; and here, 
again, the ascertainment of the true trading results from each of 
these departments of the business has not always been practicable. 

A third problem which has presented itself is that of retail milk- 
distributive businesses which include in their activities the sale, by 
their roundsmen and from shops, of commodities such as butter, 
eggs and groceries. It is not surprising to find that, in some of 
the businesses, these sales of “ outside goods” attain very con- 
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siderable proportions ; the fact that the milk roundsmen have to 
call daily at a large number of houses with deliveries of bottled milk 
and the existence of shops in connexion with the milk trade afford 
an exceptionally favourable avenue for the sale of other and (in 
relation to their weight and bulk) more valuable commodities. 
The suggestion has been made to us in certain instances, where 
the combined trade shows a favourable result, that, in fact, a high 
profit is earned on the “ other goods ”’ and a very small profit, or 
even no profit at all, on the milk. Obviously, much depends upon 
the basis on which the costs of distribution are apportioned as 
between milk and these other goods. 

The basis indicated to us by more than one important retail 
distributive organization as reasonable is one upon which the 
expenses applicable to the trade in other goods are confined to the 
additional costs which this trade imposes on the business. To 
state the proposition in another way, it is suggested that the milk 
section should be charged with the whole of the expenses which it 
is estimated would have been incurred if there had been no sales 
of other goods. The result, as will be appreciated, is to burden the 
milk business with the great bulk of the expenses, and correspond- 
ingly to relieve the business in other goods. This basis has obviously 
been submitted on the hypothesis that the financial results from the 
trading in the “‘ other goods ”’ ought not to be taken into account in 
assessing the earning capacity of the milk-distributive business. 
We cannot accept this basis of apportioning expenses, or indeed 
this hypothesis, as equitable. 

Our view of the matter is that, broadly speaking, the sales in 
other goods are ancillary to the milk business except, possibly, to 
the extent that “chance ”’ sales are made in shops other than to 
regular milk customers. The profits from this trade are directly 
associated with the goodwill or profit-earning capacity of the 
business of distributing milk and should therefore be taken into 
account in considering whether the milk-distributive business is a 
particularly profitable one or not. A division of the profits arrived 
at by apportioning on some mathematical basis the expenses of 
distribution as between the milk and the other goods does not show 
the situation in its true light. In accordance with our view, the 
net profits on “chance ”’ sales of other goods should be excluded 
and the remaining balance of profit should be regarded as earned on 
the distribution of milk. It may be contended that this basis is 
calculated to show the milk results in an unduly favourable light, 
but, on the other hand, it is possible to argue that any profit on 
“chance” sales also represents a recovery of milk distributing 
expenses. 

We may mention a further fact which tends to emphasize the 
close association in principle between the trade in “ other goods ”’ 
and milk distribution, namely, that the milk distributors are in a 
position to handle those lines of groceries which are more profitable, 


60 


and can largely disregard other less profitable articles which a purely 
grocery business would have to stock in order to keep its connexion. 


46. Expenses and Profit Margins.—From the accounts and returns 
which we have examined, we find that the cost to retailers during 
the last year or so of milk delivered at their urban premises or 
stations has been in the neighbourhood of ls. 1d. per gallon,* and 
the retail price between 1s. 10d. and 2s. ld. per gallon, leaving 
the retailers’ margin of gross profit at between 9d. and Is. In 
the two previous years, the cost and selling prices have been about 
2d. higher, the margin of gross profit remaining approximately 
the same. We have already referred to the difficulties of apportion- 
ing expenses between milk and other goods and to the relevance 
of such calculations. It appears, however, that expenses represent 
between 7d. and 10!d. per gaHon, while the net profits range between 
Id. and 33d. per gallon. These figures refer to retailers with large 
businesses. As regards the retailers with small businesses, we 
gather from enquiries that they may fairly be considered, as a class, 
to earn good profits. 

We have mentioned the round figures above in order to indicate 
in very general terms the upper limits of the margin of profit out 
of which the retailer could concede something to the producer on 
the one hand or to the consumer on the other. So far as the con- 
sumer is concerned, it will be appreciated that if, for example, 
the price were lowered by 1d. per gallon, this would represent no 
more than 4d. per pint. In other words, a reduction in the retail 
price per gallon from 2s. to 1s. lld. only represents a reduction of 
gyth, or 4d. in the shilling. 

From the point of view of the producer, on the other hand, an 
increase of ld. per gallon in the price at which he is able to dispose 
of milk for liquid consumption would be of great benefit.. It would | 
increase his gross takings by 7s,th (ie., from 1s. ld. to ls. 2d.), 
and might well make all the saherenee between a reasonable profit 
and no profit at all. We should make it clear that we are only 
mentioning the sum of 1d. per gallon for purposes of illustration. 

A useful test in considering whether a certain rate of net pratt 
per gallon is reasonable or whether it is excessive is the percentage 
which the net profit bears to the capital employed in the business. 
By the term ‘“ capital employed,” we mean tangible capital, repre- 
sented by the assets used in the business—namely, premises, fixed 
and loose equipment, stocks, debtors, etc., less trade creditors. 
We exclude from such capital the intangible asset of ‘ goodwill,”’ 
although it is only fair to the large distributing interests to say that 
substantial sums have, in a number of cases, been paid for the 
goodwill of businesses which have been taken over by them. 

* So far as the producer is concerned, this figure represents an average 
gross price and is subject to deductions—e.g., for transport and, in some 


cases, for creamery services. Further, it is the average of prices paid by 
firms who may be classed as ‘‘ good buyers.” 
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One very noticeable feature about the data which have come 
before us in regard to retail distributive businesses is the extent 
to which the profit-margin per gallon varies as between one business 
and another. Also, in the relatively few cases in which we were 
able to procure the information, there are very marked differences 
in the percentage-return which the net profits of the milk retail 
businesses represent on the capital actually employed in such 
businesses. 


In this connexion, we would make the general observation 
that two businesses of equal size, purchasing milk at the same 
average price and selling it at the same average price, may well 
show very different results when measured by the rate of net profit 
per gallon or by the percentage rates which the respective net 
profits bear to the capital employed. Such a difference may, in 
part, be due to one business being more efficiently and economically 
managed than the other ; but, equally, it may be due to circumstances 
for which those managing the two businesses are not directly 
responsible, such as, for example, the relative proximity or density 
of the population served, and the strength and character of the 
competition. Our enquiries have led. us to the general conclusion 
that the larger distributive businesses have made very satisfactory 
profits. Though, in the majority of these cases, the profits earned 
could hardly be described as exorbitant, we have calculated that 
a somewhat higher price—representing an increase of not less than 
id. per gallon and possibly more—could have been paid to the 
producer for milk intended for liquid consumption while still leaving 
the distributive business with a reasonable rate of profit on the 
capital invested in its undertaking. In certain other cases, however, 
it was clear that the distributors could have afforded to increase the 
price paid to the producer to a still greater extent. 

The variations in expenses, when expressed in pence per gallon, 
disclosed by the accounts and returns have occupied our attention. 
We have found that, in the case of large distributors, the cost of 
pasteurizing and bottling show a considerable measure of uniformity 
—falling between 2d. and 3d. per gallon—but that the costs of 
distribution to customers and general overhead expenses vary widely 
—between 3d. and 73d. per gallon. 


47. Costly Services.—It seems to us that the service rendered 
to the customer by a large proportion of distributors is unnecessarily 
costly, not because, under existing conditions, the service is carried 
out inefficiently—which is far from the case—but because of the 
special demands made by the customer. Such demands include the 
delivery of milk in half-pint bottles, two deliveries a day, and 
deliveries at special times. The distributor is compelled to provide 
these services in order to retain his connexion. 


Another factor involving increased cost is the existence of a 
number of retailers operating in the same district, at any rate in 
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urban areas. The multiplication of effort which results, while 
bringing no very great advantage to the consumer, adds in no small 
measure to the costs of distribution. 

We consider that, were the consumer deprived only of the special 
services to which we have referred, he would suffer no great incon- 
venience, though for a relatively short time he might find it a little 
difficult to accustom himself to altered conditions. 

The custom of two deliveries a day prevails over the whole of the 
London area, but in the provinces, we understand, one delivery is 
quite common. It seems to us that a one-delivery system should be 
more generally adopted. Such a change should by itself largely elim- 
inate the demand for half-pint bottles of milk. 


48. Wages of Roundsmen.—We should perhaps make some 
reference to the rates of wages, which are a very heavy item in the 
costs of distribution, representing anything between 30 and 50 per 
cent of the total. The wages of roundsmen are fixed by the Milk 
Distributive Trade Board and have statutory effect under the Trade 
Boards Acts. There has been no change in the rates since 1923, 
despite the fact that the cost of living has declined appreciably in 
the intervening period. or the purpose of the application of mini- 
mum wage rates, three types of area are prescribed, namely : 

A. Any area administered by a Rural District Council at the date 
of the 1931 census, and any area with a population of less than 10,000 
administered by a Municipal Borough Council or Urban District Council. 

B. Any area not ineluded in A or C. 

C. The City of London and Metropolitan Police District. 

The minimum rates for roundsmen laid down in each area in 
1923 are given below. The Trade Board has declared the normal 
number of hours of work in the trade to be 48 per week. 





Area. 
Age. 
A. | B. C 
oe Re tbe . eee 
21 and over 42.0 they re 56 0 
20 38 6 47 6 53 «6 
19 33-0 40 6 46 6 
18 28 0 35 8 39 6 
17 vA eee § 26 O 29 6 
16 157 20) 19 O 23: 0 
15 Il 6 14 6 18 0 
Under 15 9 6 12 0 15 6 


In practice, these rates are often materially supplemented by 
overtime and commission, the latter being largely on sales of goods 
other than milk. We may mention that where special services 
to the consumer are not provided, considerable economies in delivery 
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are effected by some firms by means of the employment of boys 
of between 14 and 16 years of age, and that these boys are discharged 
upon attaining the age of 16. 


49. Effect of Scheme on Distributors——We contemplate that 
the general effect of the proposals made in subsequent Chapters of 
this Report will be to reduce, in course of time, the number of indi- 
viduals, firms or companies engaged in the retail milk-distributive 
trade, and that improvements in organization and economies of 
effort will result which will be of benefit to the producer on the one 
hand and the consumer on the other. 

We have expressed the opinion that many large retail distri- 
butive businesses could have paid the producer a somewhat higher 
price in the last few years and still have earned satisfactory profits. 
We do not, however, believe that the large milk distributive under- 
takings which have a strong hold on the areas which they serve 
will be prejudiced by the operation of the scheme which we explain 
later in this Report; in fact, it is our opinion that they will be 
benefited. While they may be operating at a smaller margin of 
profit per gallon, they should be fully compensated by increased 
turnover and by still greater stability. They will be relieved of 
the burden of surplus milk; they will be freed from the unfair 
competition to which they are at present subjected by under-cutting 
on the part of individuals who purchase milk at manufacturing 
prices and retail it for liquid consumption ; and they will benefit 
from the recommendations which we make with the object of 
improving the quality of milk. 


CHAPTER VIIi.—OBJECTS OF REORGANIZATION. 


50. Introduction. We have given in the preceding Chapters of 
this Report a brief review of the present position of milk marketing 
in this country. That the position is unsatisfactory and calls for 
some measure of reorganization at the earliest possible date is not 
only strongly felt by a great majority of producers, who are the 
worst sufferers under the present régime, but is also generally 
admitted by distributors and manufacturers, who have their own 
grievances against it. We also consider that the general public is 
entitled to some better assurance than it at present enjoys of a secure 
and satisfactory milk supply. 

Before stating the Commission’s proposals for dealing with the 
situation, it is desirable to set down what in our opinion are the 
fundamental objects to be aimed at in any scheme of reorganization. 
The interests. to be considered are manifold and, moreover, of great 
importance, for the production of milk is one of the largest sources 
of income to the farming community in this country. In 1930-1, 
the value of milk and milk products sold off farms in England and 
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‘Wales is estimated at about £55 million, which represents nearly 
28 per cent. of the total value of all sales of agricultural and horti- 
cultural produce.* This includes the value of butter, cheese, cream 
and liquid milk. The requirements of the liquid market alone 
probably account for not less than 1,800,000 gallons per day, or 
about 650 million gallons per year, representing an annual gross 
income to producers of about £32,500,000.T 

The dairy group of products is, in fact, second in importance only 
to livestock, and we are satisfied that, with favourable conditions, 
the turnover is capable of considerable increase. Milk production is, 
moreover, closely related to other branches of farming, such as stock- 
rearing and pig-feeding, which should be developed in close associa- 
tion with it. The development of milk production is, therefore, 
one of the keys to a general agricultural revival. 

As a staple diet, particularly for children, milk is an important 
factor in the health of the nation. This aspect of the industry 
raises the important consideration of quality, which depends partly 
on conditions on the farm and partly on the speed and character 
of the arrangements for the distribution of the milk supply. The 
medical profession is unanimous in its advocacy of milk as part of the 
diet, provided it is clean and free from infection ; but owing to 
doubts as to the quality of some of our milk supplies, it has, on the 
whole, hitherto thrown its influence against rather than for an 
increase of milk consumption. These doubts should, in our opinion, 
be squarely faced by producers and distributors alike throughout the 
industry. Nothing can do move than their removal to further the » 
interests of the milk industry ; nothing can better serve the health 
of the whole community. 

We have tried to give due weight to all these factors. We have 
studied the needs and interests of the distributor, the manufacturer 
and the general public, all of whom have legitimate claims to con-— 
sideration, as well as the needs and interests of the farmer, who, 
under the Agricultural Marketing Act, has the first claim on our 
attention. We have sought in this Report to evolve a scheme of 
reorganization which may be expected to ensure stability and steady 
progress by establishing an equitable balance between all the 
interested parties. 


51. Strengthening of the Producers’ Position.—We have no doubt 
that the first step necessary to the welfare of the industry is to 
strengthen the position of producers, as a body, in negotiating with 
distributors and manufacturers. It is true that producers might 
secure this power for themselves by voluntary combination, as they 
have done in other countries ; but it must also be recognized that 
the conditions of the industry in this country make combination 
almost impossible of attainment unless its maintenance can be 


* Agricultural Statistics, 1931, Part I, page 38. 
y Assuming an average producer’s price of 12d. per gallon. 
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guaranteed by some such measure of statutory sanction as is con- 
templated in the Agricultural Marketing Act. The financial position 
of many milk producers is at present so weak, and their dependence 
on the liquid market so complete, that they cannot afford the risk of 
failure to obtain a contract. They must, therefore, often accept 
contracts on terms which are unsatisfactory both to themselves and 
to their colleagues in the industry. We do not see how this funda- 
mental weakness can be overcome unless they are given, as a body, 
statutory power to secure universal adherence to negotiated agree- 
ments. This implies no disparagement of the excellent work done 
on their behalf by the National Farmers’ Union. That organiza- 
tion has been as severely handicapped as many of its individual 
members by the peculiar weaknesses of the producing side of the 
industry, and it is to be complimented on the unremitting efforts 
which it has made in circumstances of exceptional difficulty. 


As there are two markets, of which one is substantially more 
remunerative than the other, a measure of control over supplies in 
excess of the normal demand of the primary market is essential if 
the producers’ position is to be safeguarded. With control over all 
such supplies, a producers’ organization will be in a position to 
negotiate terms with manufacturers more satisfactory to both parties. 
Even so, the actual possession by producers of certain manufacturing 
facilities may well be found necessary or desirable. There is, it is 
true, a number of farmers’ co-operative societies in existence in 
various parts of the country for dealing with milk and milk products. 
Largely owing to a lack of support from the farming community, 
however, these societies have failed to provide the full service of 
which in more favourable circumstances they should be capable, and 
to give to the producers’ position the strength which is so much 
needed. 

The greatest weaknesses of the present organization of milk 
producers are incompleteness and the lack of control over the 
individual. The National Farmers’ Union no doubt includes in its 
membership a substantial proportion of milk producers in the 
country, but no organization can hope to secure the maximum 
effectiveness unless it is all-embracing and can count on the loyalty 
of its individual members. Every year the producers’ representa- 
tives enter into negotiations with the distributive interests to reach 
anh agreement on contract terms and prices. Every year the Union 
warns its members not to enter into any agreements for the sale of 
milk until the negotiations have been concluded; and to accept no 
contracts on terms less favourable than those negotiated. And 
every year, too, numbers of producers, paying no heed to the nego- 
tiations being conducted on their behalf, resort to individual bar- 
gaining, so that their official representatives are handicapped from 
the outset by the knowledge that a substantial quantity of the milk 
to be produced during the coming contract year has already been 
sold. This is not the only handicap upon producers’ representatives. 
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They are without adequate data on which to support their case, since 
they have only a rough idea of the extent to which the quantity of 
milk produced exceeds the requirements of the liquid market and of 
the proportions in which this surplus is dealt with in other channels 
of utilization. 

Whatever else it may be desirable to achieve by the reorganization 
of the industry, it is therefore essential to secure that the producers 
are placed on a stronger footing. They must be in a position, firstly, 
to bargain as a body with one voice ; secondly, to speak with full 
knowledge of relevant facts; and thirdly, to ensure that no milk is 
sold outside the conditions laid down in the negotiated agreement, 
whether it be the national agreement or a variation of that agreement 
mutually accepted for application to a specific area. Until that 
position is reached, producers as a whole cannot but expect that the 
scales will be weighted more or less heavily against them. 


52. Prevention of Under-cutting.—It has been one of the most 
keenly felt grievances of the producer that a proportion of the milk 
for which he is paid at manufacturing rates finds its way into the 
liquid-milk market and realizes something approaching the prices 
ruling for liquid milk. There is no certainty that all milk sold in the 
liquid market is bought from the producer at the liquid price ; on 
the other hand, there is no certainty that all milk for which producers 
are paid the liquid price is actually sold in the liquid market. The 
forms of contract approved by the Permanent Joint Milk Committee 
for the sale of milk under Class IT (b) during 1931-2 and the present 
year have included a provision to the effect that, if more than 75 
per cent.* of the total quantity of milk bought by the purchaser from 
all sources during the contract year were sold for liquid milk purposes, 
the purchaser undertook to refund the difference between the full 
liquid milk price and the manufacturing price in respect of such 
excess. We have no reason to doubt the assurance given to us that 
this provision would be strictly observed by the large London dis- 
tributive organization which obtains the whole of its supplies under 
Class II (b) terms. Moreover, we are informed that, in the 1930-1 
contract year, this particular organization was under the necessity 
of manufacturing a greater proportion of its supplies than the 20 per 
cent. for which the manufacturing price was payable, a circumstance 
for which the terms of the contracts made no provision and which, 
therefore, involved the organization in a reduction of expected 
profits. Nevertheless, in the absence of any arrangement for the 
examination of distributors’ books and the publication of the results of 
such inquiry in general terms, the operation of this type of contract 
must fail to win the confidence of the producer, and we cannot but 
agree that the position is far from satisfactory. 

The position is quite as unsatisfactory in the case of milk sold 
to creameries for manufacture. As has been seen, for reasons into 


* The average proportion of annual supplies payable at full price. 
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which we need not here enter, the contracts negotiated by the 
Permanent Joint Milk Committee have included no class to meet 
the needs of manufacturers as such, who, in consequence, have 
been forced to secure their supplies on other terms—usually at 
a flat rate per gallon, though often the rate has not been low enough 
to render the manufacture of certain products profitable. This fact 
has provided a strong inducement to manufacturers to dispose of 
some part of their supplies in the liquid-milk market. To secure that 
outlet they have frequently been obliged to sell in that market at 
cut prices, and this under-cutting, which has been most marked in the 
wholesale and semi-retail trade, has been a most disturbing factor. 
There may be some justification for a reduction of price on bulk 
sales to one consumer, but instances have been cited where large 
institutions have been supplied with milk at prices even lower than 
those payable to the producer for standard quantities supplied under 
the negotiated agreement. 

In this connexion, we give the following extract from a letter 
addressed to us by four of the largest wholesale distributing firms 
operating in the London area :— 


‘“‘Our function is to purchase milk under contract from farmers, 
process it and transport it under contract to the doors of our customers 
who are retailers and bulk consumers. ‘We have bought our milk either 
on the terms of the recent agreement or at practically the equivalent. 

Until recent years, the price charged to our customers was from 9d. 
to 10d. per gallon below the retail price, and although there was intensive 
competition, there was a limit to price-cutting, firstly, because the 
quantity of milk in the market was not excessive as it is now; and, 
secondly, because the disparity between the liquid and manufacturing 
prices was comparatively small. 

During the last three years, this position has gradually disappeared, 
owing to the quantity of milk in the market being over-powering, and 
because the margin between the liquid and manufacturing prices has 
become extremely wide, as may be seen by reference to this year’s 
settlement terms under which the average liquid price in winter is 
ls. 33d. per gallon, and in summer Is. 03d. per gallon for milk delivered 
London. If the manufacturing price is taken as 6}d. per gallon at 
London (which is a higher figure than last year), there is a difference 
of 94d. per gallon and 5%d. per gallon. 

The results are obvious. There has been a rush of manufacturers’ 
creameries and farmers to sell on the liquid market and our position 
has become untenable. It can be ascertained, for instance, that the 
largest bulk consumer in London has purchased milk by tender for the 
winter at about 2d. per gallon below the farmers’ liquid milk price, 
in spite of the fact that the price includes processing, transport and 
attendant services. 

This shows that the market is in the depths of uncontrolled com- 
petition, and so far as we can see we shall be obliged to join in at a 
future date and let all prices take care of themselves, but we recognize 
that this course should be avoided if possible, and desire to assure the 
Commission of our willingness to join in any constructive effort to 
build a way out of the present chaotic conditions.” 


This letter describes better than any words of ours the present 


serious state of the market, and comment on it would be superfluous. 
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We consider it imperative that this under-cutting should cease and 
that producers should receive their appropriate share of the proceeds 
of all milk sold for liquid consumption. We therefore regard it as 
the second object of reorganization to keep sales of milk in the two 
channels of utilization—liquid consumption and manufacture—separ- 
ate and distinct, and to make definite arrangements whereby milk not 
required by the liquid market can be supplied to manufacturers at 
prices which will make it economically possible to manufacture milk 
products in this country more or less in competition with imported 
articles. At present, many manufacturers buy milk at a flat rate 
above its purely manufacturing value but below its value for liquid 
sale, and recoup themselves by reselling as much of it as possible for 
liquid distribution at a price above the flat rate they have paid. In 
future, manufacturers should buy at the manufacturing price only 
such milk as is actually manufaetured. 

One other form of under-cutting requires to be dealt with under 
any reorganization scheme—the under-cutting of the distributors’ 
market by producer-retailers. It may happen that, in consequence 
of the loss of his usual channel of disposal in the wholesale market, 
or, perhaps, in the hope of securing some improvement in his returns, 
a producer elects to retail his milk direct to consumers in a neigh- 
bouring town. In order to establish a connexion, he not infrequently 
resorts to under-cutting and thus solves his own immediate problem 
at the expense of undermining the retail market and, incidentally, of 
causing injury not only to the distributive trade but also to his fellow 
producers. The existence of an assured wholesale market at a 
reasonable price would undoubtedly remove a good deal of the in- 
ducement to undercut the retail market ; but, whatever the remedy, 
resort to these methods should definitely be made impossible. 


53. Improvement of Quality.—The third object of reorganization 
should, in our view, be an improvement in the quality of milk. 
There can be no doubt that there has already been a material im- 
provement during the last decade. This has been due, to a large 
extent, to the educational work carried out by the County Educa- 
tional Authorities. An important factor, however, has been the 
recognition of certain statutory grades of milk. These grades have, 
in fact, become standards by which the quality of all milk can be 
measured, and have had an influence on the general level of produc- 
tion much greater than is indicated by the comparatively small 
number of farms licensed for the production of graded milk. 

The existence of such standards, the organization by County 
Educational Authorities, with the assistance and encouragement of 
the Ministry of Agriculture and Fisheries, of Clean Milk Competitions, 
and the practice of some large distributive firms of giving monetary 
recognition to suppliers of milk of good quality, have had a marked 
effect on the industry. Many public-spirited persons not directly 
connected with the trade have also contributed to the improvement 
of quality. We are assured that, in some parts of the country at least 
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a great deal of the milk produced is now of the “ Grade A ”’ standard, 
though not sold under that designation, and that the bulk of the 
supply in these areas could, with little difficulty, be raised to that 
standard. 

We regard it as essential to the well-being of the milk industry 
that the public in general, and the medical profession in particular, 
should have assurance that the supply of ordinary milk is produced 
under reasonably clean conditions and is,as far as possible, free from 
infection. 

The question of the pasteurization of milk has recently received 
a good deal of attention. Although they are not unanimous in 
their views, the medical profession generally, and that section of it 
in particular which has a special protective responsibility for the 
health of the public within specific areas—namely, Medical Officers 
of Health—seem to take the view that the safety of the milk supply, 
at least in the large towns, can be ensured only if milk below the 
Tuberculin Tested grade is efficiently pasteurized. On the merits of 
this view, as also on the question of the effect of heat treatment on 
the raw product, we are obviously not competent to judge. It is 
understood that already a very large proportion of the milk supplied 
in the biggest cities—London and Manchester, for example—is 
pasteurized for commercial reasons : it is not for us to comment on 
the contention that, on grounds of public health, the remainder of 
the supplies in these and similar areas should be so treated. But 
there are certain aspects of the compulsory pasteurization contro- 
versy to which we feel it necessary briefly to draw attention. 

In the first place, any measure to compel the pasteurization 
of milk supplied in urban areas would be almost bound to have an 
adverse effect on the producer who has hitherto derived some 
advantage from close proximity to large consuming centres. The 
preference thatis at present accorded to near-at-hand supplies must 
thereby be weakened, and the competition of supplies from distant 
and cheaper producing areas increasingly felt unless measures are 
taken to prevent it. 

- Secondly, any such measure would necessarily affect very 
seriously the producer-retailer who is in a small way of business. 
No doubt there is scope for the development of pasteurizing plants 
of smaller capacity and cost, but, even so, there would probably be 
a number of producer-retailers who would be unable to provide 
facilities for the proper treatment of their supplies. It seems not 
unlikely that some of them would go out of business or be absorbed 
by large distributive firms, though, in this connexion, the possibility 
of making satisfactory arrangements to provide pasteurizing plant 
on a co-operative basis would no doubt be explored. 

Thirdly, the evidence submitted to us is unanimous on the point 
that pasteurization is not and never can be a substutite for clean 
production and that the same care should, therefore, be exercised in 


the production of milk that is to be heat-treated as is required to be 
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observed in the production of milk that is to be consumed in its raw 
condition. 
Fourthly, it is evident that pasteurization must be done efficiently 
if it is to be effective, and the process should, therefore, be auto- 
matically controlled and carried out under strict supervision. 
Fifthly, we are satisfied that the re-pasteurization of milk is » 
undesirable and should be prohibited. 


54. Stimulation of Demand.—It has been commonly accepted 
that the consumption of milk per head of population in England and 
Wales compares very unfavourably with that in many other 
countries, notably the United States and the Scandinavian countries. 
This discrepancy is probably due, to some extent, to different 
habits ; for instance, the consumption of milk would be expected 
to be higher in countries where coffee is as popular a beverage as tea 
is in England ; further, extremes of heat and cold are said to 
stimulate the demand for milk. But when due allowance is made for 
influences such as these, the fact remains that our consumption 
could be increased substantially with benefit both to the health 
of the nation and to the milk industry. 

We have been assured on more than one occasion by those 
engaged in the trade and best in a position to judge that the 
demand for milk is inelastic; that changes in price may affect 
demand slightly over a short period, but that, in the long run, the 
effect is negligible. We are by no means convinced, however, that 
on a long view, this conclusion is justified. We consider that the 
possibility of an extension of demand in response to lower consumers’ 
prices will merit the continual attention of any producers’ Board, 
and we shall have this in mind when we come to the difficult 
subject of the measure of price-control which can wisely be exercised 
in this trade. But other means of stimulating demand may be 
found, and, in our view, the two most promising are the encourage-— 
ment of confidence in the quality of the milk supply, and adequate 
and effective educational work. 

To the first of these we attach a great deal of importance. 
There seems to be no question that, on the grounds of public health, 
an increase in the consumption of “safe ’’ milk is desirable, and 
it is for the industry to see to it that the quality of the product it~ 
supplies is, as far as possible, above reproach. Any reorganization 
scheme should, therefore, make such provisions as may be necessary 
to justify the claim that milk sold wholesale by the farmer for 
ultimate liquid consumption is above criticism. It would then 
remain for Medical Officers of Health to ensure that precautions are 
taken by the distributive trade to secure that the efforts of the | 
producer are not rendered nugatory before the milk reaches the 
consumer. If the confidence and support of the medical profession 
can be won, we are convinced that the way will be made clear for a 
successful educational campaign on a scale such as has never before 
been attempted by the industry. 
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We have been impressed by the extremely useful educational 
work undertaken by the National Milk Publicity Council in circum- 
stances that have been distinctly difficult. The Council is dependent 
on voluntary contributions—which are now at the rate of Id. per 
100 gallons—from both producers and distributors. Only a small 
proportion of those engaged in the industry have contributed, how- 
ever, and the Council’s income in 1931 amounted to about £7,000 
only, a figure which it was anticipated would increase to roughly 
£10,000 in 1932. Handicapped by this lack of funds, the Council has 
been forced to confine its activities to a few of the most effective educa- 
tional devices. Jt has provided lecturers, distributed literature, 
advertised by poster and in the press, and shown propaganda films ; 
but the most useful work of the Council has been in the direction 
of stimulating the consumption of milk by school-children. More 
recently, a start has been made among factory workers and miners. 
Similar work has been done with good effect by the Industrial Co- 
operative Societies and United Dairies, Ltd. It is understood that 
about 800,000 children, or roughly 10 per cent. of the total school 
population of the country, are taking advantage of the facilities 
provided by school milk clubs, whereby children are enabled to 
- obtain a daily ration of milk at the price of ld. per bottle, con- 

taining one-third of a pint. It is, perhaps, somewhat disappointing 
that the maintenance of this ration during school holidays is not more 
widespread ; nevertheless, the scheme must be doing good in 
encouraging children to acquire a taste for milk that must in many 
cases be retained after school years, and we are convinced that the 
movement is capable and worthy of considerable expansion. 

Commodity advertising is essentially a matter for co-operative 
action by the beneficiaries : such benefits as accrue from publicity 
cannot be confined to those who advertise, and equity demands that 
all shall pay for a service from which all benefit. The establishment 
of a comprehensive milk marketing organization will provide an 
opportunity that has never before existed in this country of launching 
an educational campaign financed by all engaged in the industry. 
The possibilities of advertising by commodity marketing boards have 
for some time been recognized in the Dominions, as witness the 
campaigns carried out in this country to advertise Australian, New 
Zealand and South African products—such as, for example, fruit, 
dairy produce and honey. The cost to the individual of a national 
educational campaign for milk would be negligible and the benefit 
to be gained would be out of all proportion to the liabilities it would 
-impose. It should be one of the main aims of reorganization to 
foster the development of the milk industry, primarily in its most 
profitable outlet—the liquid market—but not excluding the im- 
portant manufacturing side, to which we refer later in this Chapter. 

55. Recognition of Level Production Service. — The next 
point to which attention should be drawn arises from the variation 
in the production policy followed by producers, ranging from the 
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level producer to the producer whose supplies vary widely at different 
times of the year. In provincial towns, the majority of distributors 
have urban premises only, with little or no equipment for converting 
surplus milk into dairy products, and the type of supply they require 
is one which varies only within narrow limits from day to day 
throughout the year. The producers supplying this large class of 
distributor are consequently required to perform a special service, 
a service which debars them from producing on the natural and 
least expensive lines. Instead of calving the herd in the spring, so 
that the heaviest milk production period coincides with the abundant 
natural provision of grass, they arrange so that calvings are more 
evenly distributed throughout the year or they buy additional stock 
in what would otherwise be a period of low production. The dairy- 
man thus pays a fairly high price for regular quantities of milk in 
order to ensure his supply and to avoid the necessity for resort to 
the uncertain accommodation milk market with the risk of having 
to pay high prices in competition with other buyers. In the summer, 
the producer undertakes to withhold his excess production so that 
his actual deliveries do not fluctuate to any great extent. 

In contrast is the producer whose buyer is prepared to convert 
surplus and therefore requires of him no service of level deliveries. 
This producer is able to vary his deliveries according to his produc- 
tion. In summer, he takes the fullest advantage of pasture and 
produces to the utmost of his herd’s capacity, knowing that his full 
output will be accepted, either at a flat rate per gallon or ata liquid- 
milk rate for an agreed percentage of his daily deliveries and a 
manufacturing price for the remainder. In the winter, he is not 
committed to any definite quantity or tied to definite limits of 
variation from day to day. Consequently, he is free at that season to 
produce winter milk or not, basing his policy on the prices of milk, 
milking stock and forage available, and the cost of concentrated 
foods. 

As the distributive trade is at present constituted, there is a 
large demand for service of the former type from producers situated 
within easy distance of the consuming centres, and there is a prefer- 
ence for the performance of the service by these local producers 
individually rather than by a creamery. It is a service which 
entails higher costs of production in winter and some increase in 
labour in converting milk into products during the summer period ; 
it therefore requires the inducement of adequate remuneration to 
ensure its continuance on a scale sufficient to satisfy the demand. 
In our view, it should be one of the aims of any scheme of reorgan- 
ization to secure recognition for producers who render this service. 

56. Development of the Manufacture of Milk Products.—We also 
consider that practical encouragement of the manufacture of milk 
products must be included among the main objects of reorganization. 
Hitherto, the requirements of the manufacturers, as such, have 
not been given adequate recognition. In the absence, firstly, 
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of any special arrangements for the sale of milk to manu- 
facturers at what is to them an economic price, and, secondly, 
of some method of spreading the lower returns obtained from 
manufacture over all milk producers, it is inevitable that the manu- 
facturers should seek to place milk on the liquid market. The 
manufacturing market is quite definitely a secondary outlet from 
the standpoint of the producer. Reference was made earlier 
in this Report to the large quantities of milk products imported 
from overseas; the possibilities for the development of manufacture 
in this country are great, and we are convinced that the placing of 
the terms of supply of the raw material on a satisfactory basis is an 
essential preliminary if these possibilities are to be realized, to the 
benefit not only of the milk industry but of the nation as a whole. 
We shall return later to the requirements of the manufacturing side 
of the industry. 


57. Recognition of all the Interests Affected.—In any effective 
scheme of reorganization, close attention is also necessary to the 
complex organization which distributes milk—particularly in London 
and other large cities—throughout the country. Itis true, as we have 
pointed out, that the larger concerns which perform this service have 
hitherto enjoyed a strong advantage in negotiation with the farmer. 
The balance between the profits of production and distribution, 
respectively, needs, in many cases, to be adjusted, and our recom- 
mendations should achieve that object. But no reorganization can 
serve the real interests either of milk producers or of the public, 
generally, which does not give due weight to the needs and interests 
of the distributive side of the industry. 

A brief description of the range and character of the organization 
which supplies London with milk will illustrate the importance of 
this consideration. The milk supply of London is drawn from 
widespread sources and averages roughly one-third of a million 
gallons a day. The demand fluctuates from day to day over the 
whole London area, and is subject to a regular weekly oscillation, 
the requirements of the west of London being lighter at the week- 
end and those of the east heavier. To meet these variations, the 
trade needs to have available a regular reserve ranging from 12} to 
20 per cent. of the total supply. The magnitude and complexity of 
the distributive business will be appreciated when it is remembered 
that, unlike water, milk is produced by the close co-operation of 
man and nature and is subject at the source to a multitude of diffi- 
culties and accidents ; that, unlike water, it is highly perishable in 
character ; that, unlike water, its quality changes rapidly in transit 
from place to place ; and that it has, nevertheless, like water, to be 
supplied in steady daily quantities throughout the year to great 
agglomerations of population at a distance from its place of origin. 

The large organizations which undertake the distribution of 
milk in our chief cities have incurred a good deal of popular suspicion 
in recent times. This is due to the salient fact that, while the prices 
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which they pay to producers have fallen considerably in the last two 
or three years, the average retail price paid over that same period by 
the consumer has fallen only in a very small degree. The broad 
defence of their position lies in the equally salient fact that the 
prices paid to producers for milk have not, except at one brief 
moment, acted as a deterrent to the production of milk, the volume 
of which over the same period has, in fact, increased. It is also 
true that many of them have greatly improved their services to the 
public in the processing and delivery of milk, and that this has 
necessitated heavy expenditure on plant and personnel. These 
organizations have given the Commission every facility which it 
required for close examination of their books, and we have nothing 
to add to the statement, given in Chapter VII of this Report, of the 
conclusions to which that examination has led. 

The Industrial Co-operative Societies have, on their side, played 
a part of increasing importance in the distribution of milk. They 
are now the largest retail distributors of milk in England and Wales, 
and though a part of their business has no doubt been secured by the 
elimination of smaller retailers, we have reason to believe that the 
service and the active educational work for which they are responsible 
have had salutary results in maintaining the consumption of liquid 
milk in a period of falling purchasing power, when pressure on family 
budgets naturally tends to reduce consumption of the liquid article 
and to encourage the use of substitutes. The fact that this great 
distributive organization is, In essence, a consumers’ movement 
has also assisted to keep down the margin between wholesale and 
retail prices and to modify the hardness of purely commercial 
principles in the middleman section of the industry—at any rate, 
in their incidence on the consumer. 

While, then, it is unquestionably desirable that both the pro- 
ducers’ and the consumers’ interests should be strengthened in the 
future organization of the milk supply, it must also be borne in mind 
that large distributive organizations, whatever their character, are an 
absolutely essential element in the provision of pure and adequate 
milk supplies for great centres of population ; and that they have 
difficult balancing functions to perform owing to fluctuations of 
supply and demand at different times of the year and also as between 
the middle and the end of every week. Their services must show a 
rising standard of care and efficiency, if the efforts of farmers 
towards higher quality are to reap a fair return and if public con- 
fidence in the safety of milk as an article of diet is to be steadily 
built up. For these reasons, they are entitled to strong represen- 
tation in any central system of control over the marketing of the 
nation’s milk, both in their own and in the public interest. 

Producers and distributors, now entirely disconnected and to a 
large extent working at variance, should be united in a common 
purpose—the development of the industry in which they are partners. 
But that development must be on the soundest of foundations ; 
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there must be no suspicion of sheltering the inefficient producer, 
distributor or manufacturer at the expense of the consuming 
public. 

Furthermore, no sound scheme of marketing reorganization can 
overlook the fact that milk, like water, light, fuel and transport, is 
one of the nation’s daily necessities, the supply and quality of which 
are vital elements in national health. It will, therefore, not be 
enough to secure that the present disputes between producers, dis- 

tributors and manufacturers are settled in a manner satisfactory to 

those respective interests. Whatever the scheme of reorganization 
adopted, it must be one which duly recognizes the not less important 
interest of the general public and prevents any combination to 
exploit the supply of milk at the consumer’s expense. A reorganiza- 
tion of milk marketing which ignored this principle would, in our 
opinion, have unsound foundations and would fail to give the 
industry what it imperatively needs—namely, stable conditions 
in which efficient production and utilization may reap their reward 
in steadily growing prospetity. 


58. Summary of Objects.—To summarize, the main objects of 
reorganization are, in our opinion, the following :— 


(a) The strengthening of the position of the producers, by 
enabling them to negotiate as a solid body with one voice and 
with adequate information, and by ensuring that negotiated 
agreements are universally observed. 

(b) The prevention of under-cutting of the liquid market, 
and the provision of satisfactory arrangements for the sale of 
milk for manufacture. This is necessary to establish a clear 
distinction between the two markets for milk—liquid consump- 
tion and manufacture—and to secure the return to producers 
of their fair share of the proceeds of all milk sold in the primary 
and more lucrative market. 

(c) The improvement of the quality of our milk supplies. 

(d) The stimulation of the demand for milk for liquid 
consumption. 

(e) The recognition of the service rendered by producers 
who cater primarily for the liquid-milk market. 

(i) The development of the manufacture of milk products. 

(g) The co-ordination of the efforts of all concerned—pro- 
ducers, distributors and manufacturers—to secure prosperity 
for the whole milk industry of the country, but with adequate 
safeguards for the interests of the consuming public. 
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CHAPTER IX.—THE STRUCTURE OF REORGANIZATION. 


59. General.—For all the reasons summarized in the preceding 
Chapter, we consider that the first requisite of any well-directed 
effort to place the industry on sounder foundations is the organi- 
zation of milk producers in a marketing scheme under the Agricultural 
Marketing Act, 1931. We were instructed in our terms of reference 
to prepare such a scheme and also “ to investigate any other matter 
affecting the operation of the scheme.” We have taken this last 
instruction to include the question of the co-operation of the 
producers’ organization with any other persons or bodies, as laid 
down in Section 15 (2) of the Act, which deals with the duties of 
Reorganisation Commissions. We have, therefore, given careful 
consideration to the bearings of a marketing scheme both upon the 
distributive and manufacturing sections of the industry and also on 
the interests of the general public, and have framed our proposals 
with due regard to all the factors briefly reviewed in the preceding 
Chapter. We propose to give in this Chapter an outline of the 
structure of the organization which we recommend. Particular 
features of our proposals will, where necessary, be more fully dis- 
cussed in later Chapters. Our scheme for the organization of 
producers under the Agricultural Marketing Act will be found in 
Appendix A. 


ORGANIZATION OF PRODUCERS. 


60. A Central Producers’ Board with Regional Committees.— 
To anyone contemplating proposals for the comprehensive organi-. 
zation of milk producers on a national basis, the magnitude of the 
scheme and of the task of the Board to which its administration will 
be entrusted must be patent at the very outset. There are roughly 
a quarter of a million producers of milk in England and Wales, all 
but a small proportion of whom must be directly affected by any 
national marketing scheme. From the standpoint of convenience 
alone, there is a great deal to be said for a certain amount of regional 
devolution in the administration of so vast a scheme, but this is not 
the only consideration to be taken into account. The living contaet 
with the individual producer—his appreciation, understanding, 
and personal interest—can better be maintained by Regional Com- 
mittees in close touch with local conditions than by a single National 
Board dealing with the whole of England and Wales. We are 
convinced that anything short of complete financial success over the 
country as a whole, as judged by the producers of any considerable 
area, would subject a rigidly uniform national scheme to a great 
strain. There would inevitably be districts in which the price 
system worked -less satisfactorily than in others, and in which 
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producers and retailers alike might consequently feel that local 
needs were not being taken sufficiently into account. The establish- 
ment of Regional Committees would strengthen the organization 
in this respect. It would make devolution possible wherever it 
was consistent with the interests of the industry as a whole, and 
would inspire in producers the confidence that the special circum- 
stances obtaining in their particular area were not overlooked. 


It is our opinion, therefore, that the organization of producers 
should be built on the basis of a National Board (subsequently 
referred to as the Central Producers’ Board), with a number of 
Regional Committees to which reference should be made in all matters 
of local concern. 


61. Suggested Regions.—In order to divide the country into 
regions with a maximum of practical convenience, it is necessary 
to secure as far as possible that the conditions of production within 
each region have some approach to uniformity or, at any rate, do 
not vary too widely. It is also of importance to remember that 
each region should have a natural “ centre ”’ (a word not necessarily 
to be interpreted in its literal sense) for organization and adminis- 
tration which is reasonably accessible from all parts of the area. The 
regions, elevin in number, suggested by usare detailed below. The 
figures represent the population of cows and heifers in the counties 
according to the returns made on the 4th June, 1932, and the 
towns in brackets are the centres suggested as being the most 
convenient for the purposes of regional administration. 


SUGGESTED REGIONS. 
[The figures represent the Population of Cows and Heifers, 1932.] 


1. NorRTHERN (Newcastle). 3. EASTERN (Grantham). 

Northumberland ... we 99,120 . Lincoln ae se w+ + 493430 
Durham oe a .. .36,790 Norfolk es we it Dono 
Westmorland re ... 81,150 ~ Cambridge ... _ Jo 2 Be 
Cumberland ay ... 64,150 Isle of Ely ... aie fz, 7,560 
Yorks, North Riding ... 68,280 Suffolk 3 a6 ... 38,400 
Yorks, East Riding Bice Bs el BE Sik) Se: 
——_—___—- Total ia ... 189,340 
Total Ae wae od 1 660: oe eee. 

4, Hast Mrpianp (Birmingham). 
Nottingham aes os FP OOsTLO 
2. NortH-WEsTERN (Manchester). cpp Meats 5 5B 090 
Lancashire ... a: ... 147,980 Rutland ee bh BY 4,760 
Chester ie a ... 138,290 Northampton a -- 41,560 
Derby ee Es .. 88,000 Huntingdon . uaa Soe 7,980 
Stafford ve be i pdaceolO Warwick »-:.. ae wo (HO2s4aZ0 
Yorks, West Riding ... 140,360 Bedford We bas co. jy ea) 


Total ge ... 626,940 Total Sits ... 212,060 





West-MIDLAND (Worcester). 8. SOUTHERN (Reading). 
Monmouth ... af ... 238,510 Oxford ove «945970 
Hereford... ite .. 41,580 Buckingham ves -- 39,160 
Worcester... a ... 82,460 Berkshire... ise .. 34,340 
Gloucester ... 5 ... 68,240 Hampshire ... oe --. 73,220 
Shropshire ... fr ... 107,060 he one 
LI ite SES Total Gat ... 178,690 
Total 5 4 «. 272,850 lal AP 
—__— ._ 9. Mip-WEsTERN (Bristol). 
6. Norta Waxes (Llandudno). Sore’ af ae re ag oF 
Anglesey... a .. 16,650 Dorset ri opin? Fins ot Eee 
_ Caernarvon S8 ... 24,310 ———__—— 
Flint “oo as ... 24,640 Total an ... 326,320 
Denbigh __... Pe tos | ana a 
Merioneth ... i .. 13,340 10. Far-WestTERNn (Plymouth). 
Montgomery oe -.. 28,340. Cornwall... at ... 95,490 
Sepa EO Se ae: one, Jp eU. 
Total ae ... 140,020 eesti: 
eee? Total me ... 224,610 
7. SourH Waxes (Swansea). 11. SourH-EastERN (London). 
Cardigan ... es ... 26,990 Hssex — Ses bai. GZBLO 
Radnor a ee seein doee OO = Biertiord _- 5... he wy Boe 
Brecknock ... A ... 17,570 Middlesex ... san tes 6, 660 
Pembroke ... i ... 937,220 Surrey oe ae ... 25,540 
Carmarthen ace ... 60,340 Kent 4 2 i 81,520 
Glamorgan ... et ... 982,350 Sussex abe pits ... 79,490 
Total ae wae = 1865920 Total 2s ooh, aos 


62. Regional Committees.—In each of these areas there should 
be a Regional Committee elected by the registered producers in the 
area. We suggest that the strength of these Committees might 
be left to the Central Producers’ Board to determine in the first 
place, and to vary from time to time, having regard to the number 
of milk producers and the quantity of milk produced in the several 
areas. If it is found generally desirable to elect large Regional 
Committees, we think each Committee should elect a small 
Executive Committee. The normal term of office should be three 
years and, in order to secure a measure of continuity, it should be 
arranged that one-third of the members retire annually. Retiring 
members should be eligible for re-election. Any casual vacancy 
could be filled by co-option. The question of the remuneration of 
the members of these Committees is a matter of detail for the 
Central Producers’ Board to decide ; but the services of members 
of Executive Committees should be recognized by the payment of 
fees on a suitable scale. The members of all Committees should 
be entitled to recover expenses necessarily incurred by them in 
connexion with their duties. 


63. Regional Representation on Central Board.—It is clearly 
essential that the several regions should be represented on the Central 
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Producers’ Board, and we suggest that each region should elect a 
representative to that Board. Its size and importance seem to 
give the North-Western region a claim to special consideration in 
this connexion, and we think that two representatives might be 
sent from this region and one from each of the remaining ten, making 
a total of twelve regional members on the Central Producers’ Board. 

By virtue of their offices, the regional members of the Central 
Board should be members of the committees of their respective 
regions. They should hold office for a term of three years, 
one-third retiring every year, and they should receive fees in 
addition to out-of-pocket expenses. Retiring members should be 
eligible for re-election. Casual vacancies might be filled by special 
election except where they arise within six months of the date 
when the next election would be held in the normal course, in which 
case they might be filled by co-option. 

It is unnecessary to observe that the work of the organization 
will make many calls on the time of these regional members. They 
will be required to represent the views of their Regional Committees 
on the Central Producers’ Board, while at the same time assisting 
in reaching decisions of national scope and importance. Further, 
they will constitute a most essential liaison between the Central 
Producers’ Board and the Regional Committees. The position will 
be no sinecure and will, therefore, call for men of the best type if 
these functions are to be performed adequately. 


64. Special Representation on Central Board.—We are, moreover, 
of the opinion that the organization would benefit by drawing 
some, at least, of its directing ability from outside the industry 
altogether. We therefore suggest the inclusion on the Board of an 
element of “special’’ members, elected by registered producers 
as a whole, hoping that the best and fullest use will be made of the 
opportunity thus presented to introduce directors of wide vision and 
business ability. There should be five “ special ’’ members, to one 
of whom should be allotted the duties and responsibilities of the 
Chairmanship of the Board, and their normal term of office should be 
three years. Of the “ special’? members appointed to the Board at 
the first election, however, we suggest that two should hold office 
for three years, two for four years and one for five years, thus 
establishing a rotation for the retirement of succeeding “‘ special ”’ 
members. We think it desirable that an unsuccessful candidate 
for election to a Regional Committee or to regional membership of 
the Board should be debarred from appointment as a “special ” 
member of the Board. 


The Agricultural Marketing Act makes no provision for the 
representation of the owners of agricultural land, as such, on the 
Board controlling the producers’ side of the milk industry. Those 
landowners who can register as milk producers will, of course, be 
represented ; but representation by this means will bear no relation 
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to the capital supplied by landowners. We suggest that on the 
Board which will administer the scheme in accordance with the 
Act until the Central Producers’ Board has been constitutionally 
elected, one of the two members to be appointed by the Minister 
might be selected in consultation with the Central Landowners’ 
Association, and that it would be to the advantage of producers 
to continue subsequently to give representation to the land-owning 
interests on the Board. 


65. Committees of Central Board.—The Central Board will 
doubtless find it convenient to establish committees to consider 
and make recommendations regarding questions arising in connexion 
with particular branches of the Board’s operations. This is a matter 
entirely within the discretion of the Board, but we would suggest 
that considerable advantage might be gained by the establishment 
of a committee to deal, in the first instance, with all questions con- 
nected with the interests of producer-retailers. We think that the 
existence of such a committee would encourage among that very 
important section of producers a feeling that their particular interests 
were given adequate consideration. 

Apart from committees of a specialist character, the Board will 
probably find it necessary to appoint a small permanent manage- 
ment committee, and, in the event of the appointment of such a 
committee, we think that the members should be suitably 
remunerated. 

66. General Powers of the Board.—The Ministry’s “ Orange 
Book” on the Agricultural Marketing Actf explains very clearly 
the range of powers that may be placed in the hands of a Board 
by a scheme under the Act, and we have given a good deal of thought 
to the question of the powers with which it is desirable to endow a 
Board established to regulate the marketing of milk. The Board | 
may have to deal with a certain amount of milk for which no buyers 
ean be found, and, for this purpose, it will need the power to buy 
and sell on its own account and also to manufacture. It is 
also clear that sales of milk by producer-retailers must be 
subject to a measure of control (see paragraph 100); for 
this purpose, the Board will require the powers necessary 
to enable it to exercise regulatory functions. As regards milk 
that comes within neither of these categories, we have arrived at 
the conclusion that the Board should assume ownership at some 
stage between the producer and the buyer. In this connexion, 
we may perhaps at this point anticipate our later recommendations 
to the extent of saying that we contemplate a pooling type of scheme 
in order to equalize, in some degree, at any rate, the burden of 
production in excess of the requirements of the liquid-milk trade. 
In order to operate such a scheme effectively, the Board must 
exercise very close control over the dealings of its registered pro- 
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ducers and should preferably be the recipient of all payments for 
milk disposed of to distributors or manufacturers. But that, in 
our opinion, is not sufficient. We feel that it is desirable that the 
ownership of all milk should vest in the Board in order to strengthen 
the position of the producets’ organization vis-a-vis the other sections 
of the industry. Further, we regard it as important that owner- 
ship should so vest in order that the Board may exercise to the full 
its power of rationalizing the general flow of supplies of milk and 
of ensuring that supplies in excess of the liquid market are con- 
centrated in areas where manufacture can be most economically 
carried on. 


We consider, then, that the Board should assume ownership 
of all milk sold off farms other than that retailed direct by producers. 
It is by no means necessary, however, that the Board should actually 
handle any milk for which producers are able to find buyers. All 
that is required is that, at one stage of the marketing operation, 
the Board shall become the legal owner of the milk, and this can be 
secured by means of contracts into which the Board enters as an 
intermediary between the producer and the distributor or manu- 
facturer, as the case may be. The relations between these two 
parties will not be interfered with in the normal way, except that all 
payments will accrue to the Board for distribution to the producers 
in accordance with the price policy in operation. By becoming 
a technical party to all sales of milk (except that retailed direct by 
producers), the Board will be in a position to influence the direction 
of supplies to different markets or to other uses should it consider 
such a course desirable in the interests of the industry—a power 
that may be extremely important as the development of the 
industry proceeds. 


67. Negotiation of Contract Terms.—It will be seen that, under 
this scheme, the Central Producers’ Board will at one stage become 
the owner of all milk sold off farms throughout the country save 
that retailed direct by producers. It will be able, in conse- 
quence, to fix, by negotiation with the trade interests, the 
terms of the contracts on which all milk is sold, being itself 
a party to those contracts; and it will have legal authority to 
prevent the sale of milk off farms on any other terms. These are 
far-reaching powers, in some ways unexampled in the Statute 
Book, and it is of the utmost consequence, both to the industry 
and to the nation, that they should be wisely used. The power 
to fix the terms of contract on which all milk is sold off farms 
involves, in effect, the right to fix prices. We deal fully in Chapters 
XIT and XIII with the price system which we recommend to the 
future Board for its consideration. It is, however, clear that the 
powers in question are such as a Producers’ Board will be able to 
exercise effectively only with the close co-operation of the distri- 
buting and manufacturing sections of the industry. It is also 


$2 


clear that they should not be employed without due regard for the 
interest of the consumer and for the welfare of the nation. These 
considerations necessarily affect the principles on which the re- 
organization of the industry as a whole is to be effected. 


It is also, in our opinion, necessary to deal with a con- 
spicuous defect of the present system, which is the absence from 
the negotiations of any impartial element charged with the mission 
of keeping the two sides in conference and of presiding over their 
deliberations. This defect was very marked in the proceedings 
of the Permanent Joint Milk Committee last summer, which also 
emphasized the difficulty of securing agreements of a really 
national character, and the lack of any representation ‘of one 
very vital interest—that of the consumer. These conditions would 
not be remedied by a scheme of reorganization which concentrated 
statutory control of milk supplies in a Central Producers’ Board 
and made no provision for the co-operation of that Board with 
representatives of the distributive and manufacturing side of the 
industry ; nor would it be adequate to organize the two sides 
respectively for negotiation and co-operation without adding as a 
link between them an impartial element qualified to hold the 
scales evenly with due regard for the consumers’ interests. We shall © 
deal further with this question in Chapter XIV, which discusses 
the relationship and respective powers of the component parts of 
the organization which we recommend. For the purpose of the 
outline which we are here giving, it is sufficient to say that, in our 
opinion, the establishment of a statutory Central Producers’ Board 
should be balanced by arrangements providing for the statutory 
representation of distributors and manufacturers in a Board equal 
in numerical strength to the Producers’ Board ; for the statutory 
co-operation of the two Boards on a Joint Milk Council to deal with 
certain matters of common interest and responsibility ; and for the 
provision of an impartial element which will preside over their 
negotiations, harmonize their differences, and give due weight 
throughout that process to the interests of the general public. 


68. Administration.—Administration of the scheme throughout 
the country will be in the hands of the Central Producers’ Board, 
acting, wherever necessary, after consultation with the Regional 
Producers’ Committees. We have given consideration to the 
possibility of devolving the administration by regions on the 
Regional Committees, but are satisfied that this would lead to some 
overlapping, confusion and unnecessary expenditure. The import- 
ance of keeping administrative costs at the lowest possible level in 
a scheme of this magnitude is so great that we have decided 
unhesitatingly in favour of a unified administration. It is, however, 
of almost equal importance that full consideration should be given 
to local conditions and that the local knowledge of the Regional 
Committees should be enlisted in support and guidance of the 
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administration. This should be assured by the presence of a 
majority of regional representatives on the Central Producers’ 
Board. As the Board will need to establish local branches of the 
administration in every region, this liaison would also be fostered 
if the local manager were required to attend the meetings of the 
Regional Committee, and to act as its Secretary. 


It is, perhaps, hardly necessary to point out that a scheme 
of such magnitude and importance as the milk marketing scheme 
we have prepared will saddle the chief administrative officers of 
the Central Producers’ Board with very great responsibilities. The 
selection of these officers will be of cardinal importance to the 
working of the scheme, and we feel sure that the members 
of the Central Producers’ Board will be fully alive to the 
absolute necessity of securing for their chief officials men of 
outstanding ability, and also of paying salaries commensurate with 
those paid to administrative officers in undertakings of similar 
magnitude. Nevertheless, we think that the Board will be well 
advised to consult with the appointed members of the Joint Milk 
Council in making appointments to these important managerial 
posts. 


69. Accounting.—The principle of centralized administration 
should also apply to the accounting department. We were attracted 
at first to the possibility of putting Regional Committees in control 
of the Regional Accounts, but, after close consideration, we have 
decided in favour of a centralized system. The magnitude of the work 
to be done will be appreciated when the numbers of contracts, 
accounts, receipts and payments to be dealt with are taken into 
consideration. We are anxious, in the interests of farmers, that all 
this work should be done with the maximum efficiency at the 
minimum cost. A system of accounting by regions would in- 
evitably lead to duplication and to some lack of uniformity; a 
larger staff would therefore be needed, and considerably increased 
_expenditure would be incurred. Accounting, moreover, could not 
be carried out with the same promptness and accuracy as under a 
centralized system. Correspondence between regions and with the 
central establishment would cause delays, and farmers would be 
embarrassed by late payments. It is of the utmost importance that 
such deficiencies should be avoided, that expenditure should be kept 
as low as possible, and that the accounting system should be such 
as to command universal satisfaction and confidence. The first 
year or two years’ working will be difficult enough in any case. 


We do not wish to conceal the fact that the creation of an 
adequate administrative and accounting system, to operate as soon 
as possible after the scheme comes into force, presents greater 
practical difficulties than any other feature of the pooling scheme 
which we have recommended. No pooling scheme can operate 
successfully unless this part of the organization is, from the very 
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outset, efficient, thorough and reliable. It is therefore of critical 
importance to simplify its operation so far as possible, and, for that 
reason, we have no hesitation in recommending a centralized 
system, under the direction of the Central Producers’ Board, at 
the headquarters of the industry. 


“ORGANIZATION OF LISTRIBUTORS AND MANUFACTURERS. 


70. A Central Dairymen’s and Manufacturers’ Board, with 
Regional Committees.—We have already indicated (para. 67) that 
arrangements should be made for a statutory Board, representative 
of dairymen and manufacturers. This Board is to be equal 
in numerical strength to the Central Producers’ Board, since 
these two bodies will meet for negotiation in the Joint Milk 
Council. The Central Dairymen’s and Manufacturers’ Board* 
will therefore consist of seventeen representatives of distributors’ 
and manufacturers’ organizations. We understand that these 
interests at present have twenty-one representatives on the 
Permanent Joint Milk Committee, and that the representation is 
allotted on the following basis :— 


National Federation of Dairymen’s Associations ae 
Amalgamated Master Dairymen, Ltd.. me ci aed 
Industrial Co-operative Societies is e oe Teme 
National Association of Creamery Proprietors sous NS 


The representation of the latter body varies, but, in actual practice, 
the numerical strength of the several parties is of little consequence, 
as only one vote is exercised by each side of the Committee. Having 
regard to the relative importance of the different groups, we consider 
that the claims of all interests would be fairly met by the allotment 
of eleven of the seventeen seats on the proposed Central Dairymen’s 
Board to wholesale and retail distributors, for sub-allotment to the 
organizations concerned on the basis of the gallonage of milk 
handled by their members; three to the Industrial Co-operative 
Movement; and three to manufacturers of milk products, 
including the National Association of Creamery Proprietors and 
any marketing boards that may be established by manufacturers 
under the Agricultural Marketing Act. 


It should be sufficient, in our opinion, to establish this Central 
Dairymen’s Board by statute, to make statutory arrangements for 
the allocation of seats upon it to the different sections of the distri- 
buting and manufacturing interests, and to give it a statutory 
place in the Joint Milk Council which we contemplate. The 
different sections of the trade may, we think, wisely be left to elect 
their respective representatives to the Board in their own manner, 
subject to the statutory allocation of seats which we have recom- 
mended. They should also, we consider, make their own arrange- 
ments for Regional Dairymen’s Committees competent to negotiate 


* Hereafter referred to as the Central Dairymen’s Board. 
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and discuss common interests with the Regional Producers’ Com- 
mittees. The result of these negotiations will be subject to 
ratification or amendment by the Central Producers’ Board and the 
Central Dairymen’s Board, and we see no need for statutory 
organization of the trade in the different regions, where committees 
representative of trading and manufacturing interests should spring 
up naturally in response to local conditions and local convenience. 
In case, however, this voluntary system should prove inadequate, 
we consider that statutory power should be taken to enable the 
Central Dairymen’s Board to establish Dairymen’s Committees in 
any or all of the regions at a later date, should it find this course 
desirable. We also consider that power should be taken to amend 
the allocation of seats upon the Central Dairymen’s Board, should 
the development of one or other of the sections represented make 
amendment necessary to maintain a fair balance of interests. 


Z JOINT ORGANIZATION. 


71. A Joint Milk Council.—We come now to the question of 
giving a statutory basis to the relations of these two Boards, and 
of providing for their co-operation in matters of common concern 
under impartial guidance and chairmanship. Tor this purpose, we 
recommend the establishment of a Joint Milk Council, consisting of 
the members of the two Central Boards and of three additional 
appointed members, one of whom should be Chairman of the 
Council. 

With the most important of the powers of this Joint Milk Council 
—namely, the fixing of contract terms and prices—we deal later 
in this Report (para. 122); but it may be convenient here to 
refer to the matters of common interest to the industry as a whole 
which might well be in the hands of the Council. We have in 
mind the promotion of an educational campaign to encourage an 
increased consumption of milk; scientific research into methods 
of treating and handling milk; and a comprehensive market 
intelligence service for milk and milk products. In this latter 
connexion, it will be appreciated that the organization which we 
propose will possess a fund of information regarding the production 
and utilization of milk such as it has never yet been possible to 
accumulate in this country and the lack of which has been a handicap 
to the industry. 

One further important task of the Council will be the submission 
of representations, on behalf of all the interests concerned in the 
industry, to the Import Duties Advisory Committee and to any 
similar body that may in course of time be constituted to advise 
His Majesty’s Government on the quantitative regulation of 
imports. 

72. Selection of Appointed Members.—We have given some 
consideration to the question of the authority which is to appoint 
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the Chairman of the Joint Milk Council and his two colleagues. 
‘These members of the Council will carry a special responsibility in 
three ways. They will be the permanent link between the two 
Boards, with the duty of studying on broad lines all measures that 
“may enure to the advantage of the industry ; they will have the 
final voice in determining contract terms and prices, with due regard 
for the consumers’ interest ; and they will have the task of supervising, 
in case of controversy, the relations between the statutory milk 
organization and the various forms of private enterprise which it 
~ will, directly or indirectly, affect. We recommend that the Chair- 
man and his two colleagues should be appointed by a special 
Board of Trustees consisting of three members :— 


1. The Speaker of the House of Commons. 

2. One member nominated by the Minister of Agriculture 
and Fisheries, after consultation with the President of the 
National Farmers’ Union. 

3. One member nominated by the President of the Board of 
Trade, after consultation with the President of the Federation 
of British Industries. 


The members of this Board should have between them a wide 
acquaintance with experienced menof the type required and may, 
we think, be trusted to make appomement: which will be acceptable 
to the various interests concerned. 

The appointments should be made for a definite term of years. 
We suggest, in the first instance, four years in the case of the Chair- 
man, and three years in that of his two colleagues, one of whom 
should be named Deputy Chairman. They should be eligible for 
re-appointment at the end of their respective terms, and vacancies 
in their number should be filled by the same Board of Trustees. 
When once appointed, they should be subject only to the statutory 
provisions by which their duties are prescribed. Their remuneration 
should be fixed by the Board of Trustees, after consultation with 
the Central Producers’ and the Central Dairymen’s Boards. 

These arrangements will, we believe, ensure that the Appointed 
Members of the Council are independent of interested pressure. 


73. Summary.—The preceding paragraphs present in outline the 
scheme of reorganization which we recommend, and the broad 
purposes for which it is designed. The Producers’ Organization will 
be built up on the basis of a number of Regional Committees, and it 
is not unlikely that the Dairymen’s Organization will find it con- 
venient to establish similar regional bodies. The complete central 
organization of the industry will consist of the following three 
bodies :— 

1, A Central Producers’ Board, consisting of twelve regional 
members and five special members. This Board of seventeen 
members will be endowed with trading and regulatory powers 
under the Agricultural Marketing Act. It will represent the 


87 


producers’ side of the industry, regulate the wholesale supply 
of milk, and distribute the proceeds derived from it. 

2. A Central Dairymen’s Board, equal in numbers to the 
Producers’ Board, selected by the main sections of the dis- 
tributive and manufacturing industry in such manner as each 

_ of those sections may find convenient. This Board will represent 
its constituent interests in all negotiations with the Central 
Producers’ Board. Certain powers entrusted to the latter will 
not be exercisable without previous reference to the Joint 
Milk Council, of which the Central Dairymen’s Board will 
be part. 

3. A Joint Milk Council, consisting of the Central Producers’ 

_ Board, the Central Dairymen’s Board, and three independent 

_ appointed members, one of whom will be Chairman. This 
Joint Milk Council will be the body dealing with the common 
interests of all sections of the industry. The Chairman and 
his two appointed associates will represent the wider interests 
of the consumer and the nation. 


The powers to be entrusted to these bodies will be discussed 
in Chapter XIV. 


CHAPTER X.—GRADES AND QUALITY. 


74. Importance of Improvement in Quality.—We are convinced 
that the consumption of milk could be increased, and we think that 
this object should be constantly in the minds of all connected with 
the reorganization of the milk industry. There can be no doubt 
that the attitude of the medical profession is one of the most 
important obstacles in the way of increased consumption. It 
follows that any improvement in the hygienic quality of milk 
which secured the approval of the profession would confer con- 
siderable benefits on the producers as well as on the consumers of 
milk. 

The criticisms of the milk supply which emanate from the 
medical profession generally, and from medical officers of health 
in particular, are for the most part directed towards the present 
lack of safeguards against milk being, or becoming, infected with 
tubercle bacilli. They point to the fact that, while the general 
standard of cleanliness and methods of handling have undoubtedly 
improved greatly in recent years, there has been no reduction in 
' the incidence of tubercle bacilli in raw milk, a statement that is 
borne out by the statistics relating to the examination of milk 
samples. This is a serious reproach, and one for which the dairy 
industry suffers. 

It is this reproach which is responsible for what appears to be 
a growing movement in certain large cities at the present time 
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in favour of compulsory pasteurization. As we have already said 
(para. 53), we are not in a position to pronounce on the merits of 
pasteurization ; but, in our opinion, producers will have considerable 
difficulty in resisting the demand for compulsory pasteurization 
unless adequate steps are taken to improve the quality of raw milk 
supplies generally. With this consideration in mind, we make the 
following recommendations. 


75. Compulsory Routine Inspection of Dairy Cattle.—Short of 
the cleaning up of the national dairy herd by the slaughter of all 
reacting cows and heifers—a step which cannot at present be con- 
templated—the most effective measure that could be introduced 
for tackling this serious problem of the tuberculous infection of the 
milk supply is the routine clinical examination of all the dairy cows 
in the country. We are firmly of opinion that this reform should 
be introduced with the least possible delay. The frequency of the 
inspections might perhaps vary according to the circumstances of 
the different areas, but, to begin with, inspection twice a year might 
be aimed at. While we do not wish in any way to disparage the 
work carried out by veterinary surgeons in private practice and 
employed part-time by local authorities, we are satisfied, by the 
evidence put before us, that this work should be in the hands of 
officers employed whole-time by County and County Borough 
Councils. 

76. Revision of Official Grades.—The question of the routine 
clinical inspection of dairy cattle is closely allied to the general 
question of the grading of milk. There is no doubt a demand 
for milk of reasonably safe hygienic quality, but the price should 
approximate to that now paid for ordinary milk. Those who 
are prepared to pay a higher price for milk of guaranteed quality 
from tuberculin-tested cows, produced and sold under the control 
of the Ministry of Health and the Public Health Authorities, are 
already able to obtain what they desire. While it is clearly in the 
interest of the public health that provision should continue to be 
made for this special demand, we must recognize that, for the 
majority of people, such milk is too expensive. The costs of 
producing milk from tuberculin-tested cows are considerable, and 
are increased if the milk is bottled on the farm. The cost of dis- 
tribution is also greater than in the case of ordinary milk, because 
consumption is much less concentrated. The demand for these 
high-quality milks must therefore remain a special, though we hope 
an increasing, demand. 

When we come to the description of milk at present known as 
‘Grade A,” the case is different. No substantial extra expense is 
incurred in producing it, and we have frequently been assured that, 
with careful attention to cleanliness in cows, milkers, utensils and 
cowsheds, the prescribed bacterial standard can be attained any- 
where. We should look, therefore, to milk of approximately the 
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present “Grade A” standard to fulfil the raw milk requirements 
of the consumer—namely, a milk of reasonably safe hygienic quality 
at a price approximating to that which prevails for ordinary milk. 
One of the aims of the dairy industry must be to foster public con- 
fidence in its raw milk supplies. 

We have previously expressed the opinion that the present 
nomenclature of the officially graded milks gives rise to confusion 
in the minds of the public. We are of the opinion that the best 
interests of the industry would be served if the existing grading 
system were simplified by the provision of only one grade of raw 
milk. This we should call ‘‘ Special °? milk, which would be milk 
produced under the same conditions as the present “‘ Grade A 
(T.T.) ’ milk. The maximum bacterial-content should vary according 
as this grade is described as “‘ Bottled on the Farm” or “ Not 
bottled on the Farm.” ‘Special’ grade milk ‘‘ Bottled on the 
Farm ”’ would be the equivalent to the present ‘‘ Certified ” grade. 

We recommend that the present “‘ Grade A ”’ designation should, 
in due course, be abolished, but that, in fairness to the interests 
concerned, notice should be given that the grade will be continued 
for, say, a further two years. This would enable “Grade A”’ 
producers to qualify as producers of “‘ Special’ grade milk or to 
continue merely as Accredited Producers under the proposals we 
make below. 


77. Roll of Accredited Producers.—We recommend that, for the 
‘purposes of our scheme, producers should be divided into two broad 
classes according to their general standards of production. This 
distinction should be secured by placing on a roll of Accredited 
Producers, maintained by the Central Producers’ Board, those 
producers who comply with certain prescribed conditions. Under 
the recommendations which we make later, milk produced by 
these producers should carry a guaranteed premium (para. 97), 
while milk produced by other producers should be subject to a 
penalty if it fails to reach a prescribed minimum standard of 
cleanliness and bacterial content. 

The prescription of the conditions which should be satisfied 
before a producer could qualify for registration on the roll of 
Accredited Producers we leave to the Joint Milk Council, but in 
our opinion they should include :— 

(a) The clinical inspection of herds and the elimination of diseased 
animals. 

(b) The inspection of buildings to ensure compliance with a reason- 
able standard. 

(c) The inspection of methods of producing and handling milk to 
secure compliance with a reasonable standard. 

(d) The taking of , say, three surprise samples of milk over a period 
of three months and the satisfaction of a prescribed bacteriological 
standard. 

Continuance on the roll of Accredited Producers should be con- 
tingent upon satisfactory reports of further periodical and surprise 
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inspections made, say, once a year in the case of premises, twice a 
year in the case of dairy herds and three times a year in the case 
of milk samples. 

Until such time as adequate veterinary services are provided 
by County and County Borough Councils under the Milk and Dairies 
Order, the Central Producers’ Board might accept the certificate 
of an approved private veterinary practitioner as an alternative to 
the certificate of the veterinary officer of a local authority. Inspec- 
tion of buildings and of methods of producing and handling milk 
should be entrusted, as in the case of “Grade A” milk at present, 
to the county authorities, who should make their own arrangements 
as to milk sampling. We think itis important that the county and 
provincial education and advisory staffs should be closely associated 
with the officers carrying out this inspection work, in order that the 
most may be made of opportunities to educate producers in the 
methods they should adopt to guard against failure to comply 
with the prescribed standards. 

The main purpose of the roll of Accredited Producers in the initial 
stages will be to ensure some recognition and reward to producers 
who comply with certain conditions in matters that conduce to the 
production of good quality milk. Later, when the milk produced 
by Accredited Producers represents a substantial proportion of the 
total supply, the Joint Milk Council might consider the desirability 
of the establishment of an official grade, the qualifications for 
which should be similar to the conditions prescribed for the 
Accredited Producers’ roll. 

We are most anxious that there should be a progressive improve- 
ment in the quality and cleanliness of milk. We believe that the 
recommendation we make elsewhere for the payment of a guaran- 
teed premium on all milk sold by Accredited’ Producers will have a 
considerable effect, but,to some producers, this premium may not 
be a sufficient inducement to improve their methods of production. 
We accordingly recommend that a minimum standard of cleanliness 
and. bacterial content should be prescribed for milk other than that 
produced by Accredited Producers, and that a penalty, fixed by the 
Joint Milk Council, should be imposed on producers whose milk. 
is found to be below that standard on being tested at the buyers’ 
premises. The testing should be done only on premises and by 
apparatus approved by the Joint Milk Council, and the Central 
Producers’ Board should have the right to send a representative to 
see the testing carried out. The penalty should take the form of 
a deduction from the regional pool price. The proceeds of these 
deductions might be used to defray the cost of the tests carried 
out by the buyers, and the balance should be added to the appro- 
priate regionalaccounts. This recommendation regarding a penalty 
applies particularly to milk going to pasteurization. 


78. Pasteurization.—We hold strongly that there should be strict 
official control, not only of the bacterial content of the milk after 
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pasteurization, but also of the process itself. If the confidence in . 
pasteurized milk, engendered by the advocacy of members of the — 
medical profession, is not to be misplaced, it is important that the 
risks of human error in carrying out the process be reduced to a 
minimum. We regard thermostatic control as essential and con- | 
sider that the temperature charts shouid be available for inspection 
by the local authority. 


79. Other Processes.—It must be made clear that descriptions 
suggesting other processes carry no guarantee unless some official 
control has been instituted to ensure that the descriptions are 
justified. We also consider that, at a later date, no treatment of 
milk should be allowed except by officially approved and controlled 
processes. 


80. Interests Concerned in Grading.—In connexion with the 
general question of grading, we think it desirable to draw attention 
to the numerous interests directly or indirectly concerned. 

The Ministry of Health is the authority mainly concerned with 
the conditions to be prescribed for the grades and with the adminis- 
trative control to be exercised. The interest of the Ministry is not 
confined to grading, but is concerned with the treatment of milk 
generally from the standpoint of the public health and the legislation 
enacted to protect it. Local authorities are responsible for the 
administration of Orders made by the Minister of Health. The 
Ministry of Agriculture and Fisheries, through its outdoor staff, 
both educational and veterinary, is chiefly concerned with the prac- 
tical aspects of clean milk production. The active co-operation | 
of that Department is necessary in the education of producers as 
to the methods to be adopted in order that milk may comply with 
the standards that are established. ; 

On the producer mainly falls the cost of compliance with grading 
regulations, and to him are best known the practical possibilities 
and difficulties of any proposals regarding grading. It is in his 
interest that regulations should pay as much attention to the 
methods of production as to the structural nature of buildings. 
The distributor, too, plays a most responsible part, for no control 
of quality at the farm or of conditions of production can ensure 
a safe and clean supply of milk to the public if the distributor’s 
method of handling the milk leaves something to be desired. 
The distributor stands to benefit no less than the producer from the. 
increased consumption that should follow if greater public con- 
fidence in the milk supply can be secured. The measures necessary 
to justify that confidence must include control over distributive 
processes, for, without it, control over production would be useless. 
Further, the distributive side of the industry is in closest touch with 
the consumer and is therefore in a better position to judge the 
probable response of the consumer to particular designations. The 
comparative failure of the present grading system, from a com- 
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mercial point of view, can be attributed partly to the selection of 
the designations without due regard to their effectiveness as 
* selling points.” 

Finally, there is the interest of the manufacturer. The sale of 
high-grade milk for manufacture has, up to the present, received no 
official recognition in this country, though it is true that some 
manufacturers have adopted the practice of buying milk on a 
quality basis, giving higher prices for milk of high butter-fat con- 
tent and of good bacteriological quality. 

The grading of milk is thus a matter of concern to the producer, 
the distributor, the consumer and the manufacturer, as well as to 
the medical profession and the Ministries of Health and Agriculture. 
It is partly for the purpose of dealing efficiently with such ques- 
tions of common interest that we have suggested in the previous 
Chapter the appointment of three impartial members to the Joint 
Milk Council. We consider that this representation of general, as 
opposed to particular, interests should be an essential element of a 
unified milk industry. Through their contact with the Central 
Producers’ and Dairymen’s Boards, these members should be able 
to collect the fullest information regarding the practical aspects of 
grading, and we think that it would be desirable that they should 
be associated in the consideration and decision of all questions 
relating to that important subject. We would therefore strongly 
urge the Minister of Health to keep in closest touch with the 
Appointed Members of the Council and to exercise his powers on 
matters connected with grading only after consultation with those 
members. 


81. Uniform Administration of the Milk and Dairies Order.— 
We consider it essential for the progress of the industry that the 
Milk and Dairies Order should be brought into universal operation | 
and uniformly and efficiently administered. As one of the measures 
by which this might be facilitated, we recommend that County 
and County Borough Councils should be empowered to take over 
the administration of the Order in cases where it is felt that more 
uniform and effective administration could thereby be secured. 

We must again emphasize our view that the routine clinical 
examination of all dairy cattle is of as much importance from the 
standpoint of establishing the confidence of the public and of the 
medical profession as it is an indispensable part of any scheme of 
milk grading. Although we feel that the financial burden of our 
recommendations for reform and reorganization should, in the main, 
be borne by the industry itself, we do not consider that either the 
Government or the Local Authorities should shirk the duties already 
laid upon them by Statute. We have pointed out that the Councils 
of Counties and County Boroughs have already the duty of causing 
such inspection of cattle to be made as may be necessary and proper 
for the purposes of the Milk and. Dairies Order. We have drawn 
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attention to the inadequate manner in which this duty has, in many 
cases, been carried out, and we indicate later in this Chapter 
the comparatively small expenditure which is necessary in order 
to set up an efficient veterinary service. We would therefore 
earnestly beg the authorities concerned to reconsider their 
attitude in the interests, not only of the milk industry, but of the 
whole community. 


82. A Whole-time Veterinary Service.—We are of opinion that 
the appointment of a whole-time Chief Veterinary Inspector by 
the Council of each County and County Borough is the irreducible 
minimum. We hope that such an appointment will be considered 
by the great majority of the Councils as the first step only in the 
setting-up of a whole-time veterinary service. For the efficient 
operation of the Milk and Dairies Order, the Tuberculosis Order 
and the Milk (Special Designations) Order, we are convinced that a 
whole-time service is essential, as and when the supply of qualified 
veterinary officers is equal to it. 

The. Ministry of Health has, however, no power to require the 
appointment of such officers, and only very limited powers to 
promote the general enforcement of the Milk and Dairies Order. 
We have given anxious thought to the best means of bringing about 
these reforms, and we would urge very strongly that the provision 
of an adequate veterinary service should be encouraged by sub- 
stantial assistance from State funds. If, as we hope, it is found 
possible for the Ministry of Health’s Vote to be charged with a contri- 
bution towards the salaries of the Veterinary Inspectors, the ordinary 
machinery of the Ministry will engage with the cogs of the Local 
Government machine, and, in due course, a Chief Veterinary 
Inspector will take his place in the official hierarchy of a Council. 

As an alternative, we have considered the possibility of an 
inspectorate controlled and financed by the Central Producers’ 
Board. There are, however, serious objections to any such scheme. 
Although veterinary inspectors could be appointed under the statu- 
tory powers to be taken by the Board, their status could hardly be 
more than “‘semi-official.”” They could not have the same position 
as men appointed by a Government Department or Local Govern- 
ment Authority. They would not be able to take over veterinary 
work under local authorities, and this would lead to over-lapping 
as well as waste. Their work would not dovetail into existing 
services. The fact that many Councils have already instituted 
whole-time or part-time veterinary services would create difficulties 
and anomalies. 

There is another important consideration. A whole-time 
veterinary service would be of great value to producers and dis- 
tributors of milk, but not to them alone. We believe that the con- 
sumer would benefit equally, because, if our scheme were adopted, he 
would be assured of an ever-increasing supply of reasonably safe raw 
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milk. We think, therefore, that it would be inequitable to lay so 
considerable a share of the cost on the producer alone. 

Even a single Chief Veterinary Officer, giving the whole of his 
time, could do much to organize the service, to co-ordinate the work 
of part-time officers, and gradually to bring about uniformity in the 
interpretation of the various Orders and consistency in administra- 
tion within his own area. When once such officers were in being, 
the Minister would have the machinery for inducing a reasonable 
measure of uniformity and consistency as between areas, by means 
of the usual circular letters and other means of pressure. 

We may pause to observe that, in some of the counties in which 
whole-time veterinary departments have been set up, the depart- 
ment has taken over most of the veterinary work irrespective of 
whether it comes under the purview of the Ministry of Health or 
the Ministry of Agriculture and Fisheries. In this way, con- 
siderable economies are effected by the elimination of over-lapping. 
We have good reason to believe that a whole-time veterinary service 
would prove considerably cheaper than the present system. 

On the subject of cost, we have been informed that, on an 
average, one whole-time officer may be expected to examine 10,000 
cows three times in twelve months. On this basis, the examination - 
of the whole of the dairy herd in England and Wales would involve 
the employment of about 300 whole-time inspectors, at a cost for 
salaries, travelling and administrative expenses of about £300,000. 
After allowing for the expenditure already incurred by local 
authorities, the additional cost would be in the neighbourhood of 
£200,000. This amount, for reasons already stated, would not be 
reached for several years. The service would have to be built up 
by degrees, and the area under whole-time officers and the frequency 
of inspection gradually extended. 


83. Amendment of Law as to the Sale of Milk.—In addition to 
these reforms in administration, we recommend that the legal 
position regarding the sale of milk should be reviewed as soon as 
possible with a view to the introduction of legislation to put.an end 
to anomalies such as that referred to in Chapter VI (para. 42). 


84. Qualifications of Sanitary Inspectors.—Finally, we would 
strongly urge the authorities responsible for the administration of 
the Milk and Dairies Order to appoint as inspectors of cowsheds 
and dairies only persons who have attended, or are prepared to 
attend, a course in Clean Milk Production. We understand that 
ample facilities for such courses are offered by the various Agri- 
cultural Colleges and Farm Institutes. 
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CHAPTER XI.—PRICE POLICY—SCHEMES CONSIDERED. 


85. The Importance of Price Policy.—The crux of a milk market- 
ing scheme is the price policy which it is proposed to adopt. The 
farmer will be interested only indirectly in the constitutional 
structure of the organization ; his attention will be concentrated on 
the basis on which he is to be paid for his milk and on how that 
price is to be determined. By this criterion he will judge the 
scheme, and not only he, but the consumer, whose interests are not 
second to those of the farmer himself. We are satisfied that under 
the present organization of the industry the farmer is not receiving 
a reasonable price when regard is had to the price which the con- 
sumer pays, and that it should be possible to improve the farmer’s 
position without forcing the consumer to pay for milk at a higher 
rate. In order to secure this, it is essential that the system of price 
regulation to be established should give proper weight alike to the 
producer’s and to the consumer’s interest, and that the middleman 
section should obtain a fair, but not more than a fair, return on the 
important services which it renders to both. We have given the 
closest possible study to the problem of organization from all these 
points of view, and also from that of the manufacturers, whose 
relation to the question of price we have fully explained. 


The weakness of the present position from the point of view of 
prices has been elaborated in previous Chapters. Stated briefly, 
it arises largely from the fact that milk sold for liquid consumption 
has commanded a higher price than that sold for manufacture, and 
that the disparity between these prices has increased in recent 
years. There has, however, been no scheme in universal operation 
for securing as between producers an equitable distribution of the 
higher returns from the liquid-milk market. The result has been 
that producers have resorted to the practice of cutting the prevailing 
price as a temporary expedient to secure a footing in the more 
lucrative liquid-milk market. The increasing mobility of milk has 
tended to make the position worse and the practice of price-cutting 
has become very general. Distributors have not failed to take 
advantage of the situation: they have shown a growing tendency 
to reach out for supplies into the more remote producing regions, 
where they have had little difficulty in making contracts at prices 
favourable to them. But they, in turn, have been forced to with- 
stand the undercutting of their market by creameries and whole- 
salers who have consigned milk to the large consuming centres on 
terms permitting of re-sale at lower than the prevailing retail prices. 
These practices have had the effect of creating confusion within 
many retail markets ; they are prejudicial to the interests of the 
great mass both of distributors and of producers without conferring 
an equivalent or permanent advantage on the consuming public. 
Any scheme which sets out to restore order in the milk market must, 
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in our opinion, begin by making these practices definitely impossible. 
We are convinced that this is one of the essential steps towards 
stable conditions and healthy progress in the milk industry. 


The application of this principle, however, must have far-reaching 
consequences. Certain classes of producers who can best produce 
for manufacture have secured, by undercutting, a place in the liquid- 
milk market which, without permanent benefit to themselves, has 
seriously injured other producers. These will, in future, be pre- 
cluded from doing so, and should in return be granted a share of 
the higher proceeds realizable from the liquid-milk market. The 
evolution of a system which will secure to all classes of producers, 
having regard to the varying circumstances which prevail in different 
parts of the country, an equitable distribution of the proceeds of the 
liquid milk market is one of the most difficult tasks with which 
we have been faced. 


Various proposals have been put before us, both in written and 
oral evidence, offering a solution of this complicated problem, and 
all of them have received our very careful consideration. None is 
free from objections, but probably no solution can be found which 
is not open to criticism. It may, however, serve a useful purpose 
if we indicate why some of the proposals which have been made 
do not seem to us suitable for adoption. 


86. The Creamery Proprietors’ Scheme: A National Pool.— 
‘A pooling scheme on a national basis was put before us by the 
National Association of Creamery Proprietors and Wholesale 
Dairymen and has also been given a certain amount of publicity 
in the press. This scheme contemplates an average national price 
for all milk, calculated on the basis of the aggregate realizations 
from sales less a deduction for administrative expenses, and this 
price would be payable to all producers irrespective of the utilization 
of theirmilk. Certain refinéments were also contemplated— e.g., 
the payment of a premium for quality. The scheme at first sight 
appears attractive on account of its simplicity. It possesses the 
great merit that it provides a self-acting check immediately operative 
against over-production, and further, it places the finances of the 
scheme beyond danger, in that the outgoings are entirely dependent 
on the incomings. After the fullest consideration, however, we 
feel that the introduction of a scheme of this nature is not a practical 
proposition under present conditions. It would undoubtedly 
stimulate production in outlying parts where the milk could not 
be made readily available for the liquid market, and would probably 
render milk production relatively unprofitable in areas which in the 
past have produced principally for the liquid-milk market. In 
short, the introduction of a scheme of this nature would, in our 
opinion, involve a gradual, but nevertheless inevitable, redistribution 
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of farming labour and capital, such as must, in the present agri- 
cultural depression, put the scheme definitely out of court. A 
basic national price may prove to be the ultimate ideal in a national 
milk marketing scheme, but we feel that it is imperatively necessary, 
even if this ideal be accepted, to work towards it by gradual stages. 


87. The Industrial Co-operative Societies’ Scheme : The ‘‘ Basic- 
Surplus *? Principle—Another method suggested for securing an 
equitable distribution between producers of the proceeds of the 
liquid - milk market is that which rests on the “ basic-surplus ”’ 
principle. This is the essence of a scheme submitted to us by the 
Parliamentary Committee of the Co-operative Congress. Any 
scheme based on this principle would assign to each producer a 
quota, based on his actual production during some past period or on 
his own declaration of what he expected to produce in a future 
period, and this quota would be payable at a price approximating 
to the distributors’ purchase price for liquid milk, while supplies 
in excess of the quota would be taken only at a lower price on the 
basis of their potential value for manufacture. The principle has 
been adopted in certain milk marketing schemes in operation in 
the United States, and actually formed the basis for the sale of 
milk under the collective bargaining agreements in this country 
until largely displaced by the practice of selling whole dairies with 
a variable percentage of deliveries payable at liquid -milk rates. 
As a price structure, the basic-surplus plan does assure to every 
producer a share in the proceeds of the liquid market no matter 
how his milk is used. Further, it secures to the level producer a 
higher average price than that received by the uneven producer 
because a larger proportion of the milk of the former carries a higher 
price. It is, therefore, one method of remunerating a service— 
viz. that of level supply—which certain sections of the distributive 
trade require under present conditions. A further attraction of such 
a scheme from the point of view of producers is that it enables the 
Board administering it to guarantee to every producer a certain 
price for a proportion of his supplies. If the Board can estimate 
fairly reliably the quantity of milk it is likely to sell to distributors 
for liquid consumption and has, at the same time, a certain quantity 
of milk offering as basic supplies, it should be in a position to declare 
that, for that proportion of basic supplies corresponding to the 
quantity sold liquid, it would guarantee a price not far removed 
from the distributors’ buying price. This procedure, we recognize, 
would involve the Board in a certain element of risk ; its success in 
operation would depend upon the Board being in a position to 
compute fairly accurately what liquid-milk sales would amount to 
in the following year. 

The most serious objection to the adoption of this principle is, 
in our opinion, the fact that it is practically impossible under such 
a scheme to prevent an excessive stimulus being given to winter 
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production. It may be thought that the fact that only a proportion 
of producers’ basic quantities would be taken at the higher price 
would provide the necessary corrective against heavy winter 
production. This, however, is not the case. Whether a producer is 
paid at the liquid rate for 100 per cent. or 50 per cent. of his basic 
quantity, it is still in his interest to keep his basic quantity as high 
as possible, for on the quantity so established his payments 
throughout the year depend. This a priori objection was definitely 
confirmed in this country during the years when, under the collective 
bargaining scheme, a large quantity of milk was sold on this basis ; 
the evidence submitted to us by distributors was practically unani- 
mous on the point that one of the principal effects of the scheme 
had been to stimulate expensive winter production. We shall deal 
with this subject more fully in the next Chapter. But we consider 
that the best interests neither of the producer nor of the milk 
industry would be served if we advocated a scheme the inevitable 
effect of which would be to create an unwanted surplus of milk in 
the winter, when the cost of production is high and when production 
for manufacture is, therefore, most uneconomic. We also gather that 
a scheme of this nature is generally unpopular with producers, who 
dislike two prices related to the estimated utilization of their milk 
and prefer a flat price for all deliveries. 


88. Regional Pooling.—We have also considered proposals for 
organization on the basis of a series of regional pools, each with 
an independent price structure. This was the essence of proposals 
put before us by representatives of the Eastern Area Milk and Dairies 
Organization Committee. While we cannot endorse in its entirety 
what we conceive to be the aim of the propounders of this scheme, 
we are prepared to concede that, under present conditions, a certain 
amount of regional price differentiation seems both necessary and 
desirable. Considerable variations prevail at present in different 
parts of the country, both in producers’ prices and in retail prices— 
variations which depend to some extent on accidental causes, but 
for the most part upon real economic causes—and, in our opinion, 
any scheme which set out to abolish all such variations and establish 
uniformity throughout the country would ignore the fundamental 
economic facts underlying the milk situation. A scheme built up 
on a regional pool basis makes a certain amount of regional differen- 
tiation possible. | 


A regional pooling plan would work on the principle of a regional 
universal price calculated on the basis of the aggregate regional 
realizations during a certain period—e.g., a month—and this price, 
subject, it might be, to differentials for quality and service, would be 
payable to all producers, irrespective of the utilization of their milk. 
A scheme of this nature would still partake, though to a less degree, 
of certain of the disadvantages we have enumerated when dealing 
with a national pool, It is extremely difficult to delimit areas in 
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this country which are homogeneous from the point of view of milk 
production and disposal, and, unless the regions are very small, 
a regional pooling scheme must alter to some extent the balance of 
advantage enjoyed in the past by particular classes of producers or 
even by individual producers within the region. Two other diffi- 
culties present themselves. Firstly, if regions are to have different 
prices at which milk will be supplied to distributors for liquid- 
milk consumption, it would obviously not be possible to leave 
distributors situated in any part of the country free to buy in the 
lower-priced regions at the distributors’ buying price prevailing 
there. In such circumstances, distributors would buy largely 
from those areas where they could obtain the cheapest supplies 
and, with a fixed or customary retail price, thereby swell their 
margin of profit. Secondly, a scheme of this nature, though it 
would effect equalization within the region, would be ineffective in 
securing any equalization as between one region and another. If, 
in one region, the percentage of the milk sold for liquid consumption. 
were 90 per cent. and in another 50 per cent., then obviously the 
burden of surplus conversion would fall much more heavily upon 
the latter than the former. These are difficulties which, as we show 
in the following Chapter, it is possible to overcome, to some extent. 
at least, by regulation ; but they necessitate some modification of 
the price-policy recommended by the Eastern Counties’ organization. 


89. The Scottish Milk Agency, Ltd.—No discussion of schemes of 
the pooling type would be complete without a brief reference to the 
operation of the Scottish Milk Agency, Ltd.—the largest experiment 
of this kind yet attempted in Great Britain. A memorandum on 
the subject of the Agency appears as Appendix G to this Report. 
The principle on which the Agency was based—the deduction of 
a levy from the proceeds of liquid-milk sales in order to compensate 
sales of milk for manufacture—calls for no comment. The Agency, 
however, was purely voluntary and, therefore, prone to the diffi- 
culties and weaknesses that arise when control over supplies is 
confined to something less than the total quantities entering the 
market and when control over the individual member depends only 
on his readiness to accept it. The body responsible for the manage- 
ment of the Agency latterly followed the mistaken policy of fixing 
prices without adequate regard to the possibility of their maintenance 
nor to the reactions which they might produce, and the outcome was 
the rapid decline of an organization which, in spite of its weaknesses, 
might have continued to do much to improve the lot of the producer 
supplying the Glasgow market. The history of the Agency provides 
a warning, primarily to organizations of a voluntary and not all- 
* embracing character, but not without application to organizations 
established on a statutory basis. An organization on a purely 
voluntary basis which leaves a section of producers outside its 
scope must continually be beset with difficulties arising from the 
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actions of the independent element. Even with an organization 
on a statutory basis, there remains the vital necessity of wise and 
far-seeing management, particularly in regard to price-policy. 


90. Sir Ernest Debenham’s Scheme.—The schemes that we have 
discussed are but a few of those that have been put before us. It 
would obviously not be possible to discuss them all in this Report, 
but there is one further scheme on which we should like to comment. 
This is the national scheme prepared by Sir Ernest Debenham, who 
very kindly placed his proposals before us in evidence. 


Sir Ernest Debenham’s proposals are built up on the system of 
milk distribution evolved by the Bladen Dairies, Ltd., after some 
three years of progressive experiment. Put briefly, the scheme 
envisages the setting up of an organization—a Producers’ Board 
under the Agricultural Marketing Act, a Public Utility Company, 
or a Public Company—which would have the monopoly of the whole- 
sale distribution of milk ; and it involves the division of the country 
into a number of zones, in each of which would be established a 
factory for the collection of all milk other than “ Certified ’’ milk sold 
off farms in the zone. Milk required for liquid consumption would 
be processed and packed in non-returnable cartons, while supplies 
surplus to those requirements would be manufactured into products. 
Retail distribution would be completely reorganized, existing 
retailers being allotted areas in which they would have a monopoly ; 
and with a view to further reductions in distributing costs, deliveries 
to each customer would be confined eventually, if not immediately, 
to three days a week. 


As a result of the economies which the scheme would in these 
ways introduce in the distributive machine, Sir Ernest Debenham 
estimates that, on the basis of a retail price of 6d. per quart, the net 
price to the producer should be 1s. 2d. per gallon, after allowing for a 
levy of $d. per gallon to cover the administrative and other expenses 
of the central authority and the factories, grants for education and 
research, interest on capital and the repayment of capital in ten years. 
The expected return from milk manufactured into products is not 
discussed in the same detail, although stress is laid on the importance 
of converting the by-products of butter and cheese manufacture 
into saleable commodities ; nor is any indication given of the way 
in which the returns from liquid sales and manufacture are to_ be 
adjusted as between different producers, though it may be assumed 
that this could be done by pooling the realizations of each factory. 


Enough has been said to show that this scheme involves proposals 
of inverest and, in some respects, of far-reaching reform. The intro- 
duction of a scheme of this kind would be simplified if the field were 
clear for an entirely fresh start in organization, but, in present 
conditions, we feel that the scheme is hardly practicable, involving, 
as it does, changes of a very drastic character in the whole business 
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of milk marketing which would affect even the habits of the 
consuming public. | 


To the preparation of his scheme and of the accounts and esti- 
mates by which it is supported, however, Sir Ernest Debenham 
has obviously given a great deal of time and thought in an endeavour 
to solve what he regards as a very pressing problem. 


CHAPTER XTI.—PRICE POLICY FOR MILK FOR LIQUID 
CONSUMPTION. 


Main RECOMMENDATIONS. 


91. A National Policy with Regional Pools.—The evidence 
placed before us and our own study of the problem have convinced 
us that the price policy of a milk marketing scheme must be formu- 
lated upon a national basis. If Scotland is not included within the 
area of the scheme, it will be necessary for the Central Producers’ 
Board to work in the closest collaboration with a similar producers’ 
organization operating there, and the same applies so far as Northern 
Ireland is concerned. This question of co-operation between 
organizations operating in the component parts of the United 
Kingdom is considered in Chapter XVI. 

Confusion would follow if the price-fixing powers contemplated 
by the Agricultural Marketing Act and the decisions regarding the 
price policy to be adopted were left to each separate Regional 
Committee. At the same time, it is our firm conviction that regional 
conditions and circumstances must be taken into account in any 
price policy adopted. We have therefore sought to evolve a scheme 
which permits of regional differences while securing a unified policy 
and central control. 

The price policy which we recommend is of the nature of a 
compromise between a series of regional pools and a single national 
pool. A system of regional pools should constitute the framework 
of the price policy, but this should be combined with a system 
of price compensation as between regions. The regions recommended 
for administrative purposes in paragraph 61 are also intended to 
serve as the basis for the price structure. 

92. Regional Contract Prices for Milk for Liquid Consumption. 
—For each region there will be fixed a distributors’ liquid-milk 
buying price—hereinafter referred to as the “ contract price ’’— 
which will be the price at which milk will be sold wholesale 
to the distributors for the liquid consumption market. The Central 
Producers’ Board will ask for recommendations from the Regional 
Producers’ Committees, which will discuss the matter with the 
respective Regional Dairymen’s Committees and submit their 
views. The Central Producers’ Board will consider the regional 
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proposals, and will then table its own recommendations for discussion 
in the Joint Milk Council. The final fixing of prices will be made 
by the Joint Milk Council in accordance with the procedure which 
we recommend in paragraphs 122 and 123. We do not contemplate 
that the contract prices will be the same in all regions. 

We recommend that distributors who buy milk for re-sale in 
the liquid market within the same region should pay the regional 
contract price fixed as above. This will permit of the maintenance 
of variations as between regions, both in producers’ prices and in 
retail prices—variations which are a feature of the milk market 
at present. On the other hand, distributors who buy for liquid 
sale outside the region should pay the contract price either of the 
region in which the milk is bought or of the region in which the 
milk is sold, whichever is the higher. Distributors will thus no 
longer be free to obtain milk from outlying parts at a cheaper rate 
than that prevailing in the region in which the consuming centre is 
situated. We are convinced that there is no other effective way of 
ensuring that the distributor shall not widen his margin at the 
producer’s expense. On this condition, however, distributors will 
be free to buy milk where they like. It will be necessary for the 
Central Producers’ Board, through the terms of the contracts it 
makes with wholesale buyers, to secure returns showing the sale and 
utilization of milk bought and, in the case of milk sold liquid, the 
consuming centres to which the milk was dispatched. 


93. Two Types of Contract—We are of opinion that the 
requirements of buyers can be adequately met by providing two 
types of contract on which milk may be bought—viz. :— 


(a) contracts providing for the supply of level quantities 
charged to buyers at the liquid-milk contract price (plus any 
agreed level delivery premium—see para. 98); and 

(6) contracts with no restriction on the day-to-day variation 
in supplies and providing for payment by buyers at the con- 
tract price for milk re-sold in liquid form and at the appro- 
priate manufacturing prices for milk converted into products.* 


Contracts of the first type will cater for distributors with no facilities 
for the manufacture of milk products except on a very small 
scale. If any variation in daily supplies is permitted, it 
should be small—not exceeding, say, 5 per cent. above or 
below the contracted quantity. Contracts of the second type 
will meet the needs of manufacturers and of wholesalers with 
adequate conversion plants, and it will be for the Central Producers’ 
Board to consider what restriction should be placed on the offer 
of these contracts. | 
Some retail distributors requiring level supplies may find it 
convenient to enter into contracts with wholesalers : in such con- 


* Recommendations regarding the price policy in respect of milk con- 
verted into products are made in Chapter XIII. 
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tracts, the Board would not be concerned, and the equivalent of 
the level delivery premium paid by the retailer would accrue to the 
wholesaler. Accommodation supplies in excess of contracted 
quantities will be obtainable at special rates, either through the 
Board or from wholesale distributors. 

For any supplies for which no buyers can be found, either for 
liquid sale or for manufacture, the Board must accept responsibility. 
It may manufacture the milk on its own account or arrange for 
conversion by manufacturers on its behalf on a commission basis. 
Whatever the method of disposal, the proceeds from the sale of all 
manufacturing milk will be received by the Central Producers’ 
Board, where they will be added to the proceeds from milk disposed 
of for liquid sale. 


94. Total Realizations.—The total proceeds of the gale of all 
milk consigned both to liquid consumption and to manufacture 
will be administered by the Central Producers’ Board, and (minus 
the levies for inter-regional compensation—see paragraphs 95 and 
125—and for guaranteed quality premiums—see paragraphs 97 and 
124) will be credited to the appropriate regional accounts. These 
monthly regional realizations will constitute the basis on which 
the universal price in each region will be calculated, subject to 
certain refinements which are discussed in the following paragraphs. 


95. Levy for Inter-Regional Compensation.—We have previously 
indicated that, under a scheme of independent regional pools, 4 
region with a high proportion of sales for liquid consumption would 
secure a higher regional universal price than one in which sales for 
manufacture bulked more largely. To rectify this to some extent, 
we propose a measure of inter-regional compensation from a fund 
accumulated by means of a levy on all sales of milk for liquid con- 
sumption. We deal with the way in which this levy should be 
assessed, collected and administered in paragraph 125. While there 
will be certain minor charges (e.g., the administrative expenses of 
the Central Producers’ Board) on the proceeds of this levy, the 
principal purpose will be to provide for inter-regional compensation. 


96. Method of Inter-Regional Compensation.—The method of 
allocation of this compensation fund calls for consideration. Two 
questions arise—first, the basis of allocation, and second, the period 
of the year when the allocation should be made. As the essence 
of the proposal is to assist areas in which the proportion of manu- 
facturing milk is high, the system of distribution should be based 
on the proportion which the surplus in each region bears to the 
total surplus. We do not, however, recommend the payment of 
an allocation month by month throughout the year. This contribu- 
tion is of the nature of a subsidy, paid by milk sold in the liquid- 
milk market, to milk which has to be manufactured. In our opinion, 
the national interest, as well as that of the industry, demands that 
this subsidy should be utilized to the maximum advantage, and this 
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would limit the payment of the subsidy to those months when the 
cost of the raw material is low. We therefore recommend that, 
during the winter months, the contributions should be accumulated, 
and that the amount so accumulated, less minor charges for purposes 
other than inter-regional compensation, should be allocated over 
the months of cheap production. For purposes of subsidy, there 
will thus be available, in each of the manufacturing months, the 
proceeds of the levy in the previous month plus the appropriate 
allocation from the sum accumulated during the winter months. 


We consider that there should be a certain amount of latitude 
in the allocation of the fund accumulated during the winter months, 
and that, towards the end of each contract year, the levy should 
be subject to such revision as may be necessary to ensure that 
the receipts and payments in respect of the year are balanced. 


We recognize that while the prices of milk sold liquid and milk 
sold for manufacture remain as far apart as they are at present, 
the compensation paid to regions where manufacture is pro- 
minent will not raise the summer pool price in those regions to 
equality with the pool price in regions where the greater part of the 
milk is sold for liquid consumption. Some disparity in price is 
justified by the lower costs of production in regions where winter 
production is low and summer production heavy, and there must 
obviously be a limit. to the contribution in support of such regions 
which is demanded from the rest. This is desirable on grounds of 
equity alone ; but it is also important to the working of the scheme, 
which must suffer if too heavy a burden is placed upon the produc- 
tion of milk for liquid sale, particularly in the winter months. 


Since, therefore, it will not be possible, at present prices, to 
provide for more than partial compensation to those regions which 
produce mainly for manufacture, it is of the utmost importance to 
our scheme that the price of milk devoted to manufacture should 
- bear some reasonable relation to the value of the product for which 
it is utilized. We deal with this subject in Chapter XIII. It will 
suffice to say here that, in order to give the milk industry, as a 
whole, the best results from the pooling scheme which we have 
recommended, close attention must be devoted to securing the 
highest possible value for milk used for manufacture, and also to 
combining the manufacture of milk products with the efficient use 
of by-products, such as separated milk. 


97. Guaranteed Premium for Milk Sold by Accredited Producers. 
—In Chapter X we have made certain recommendations with a view 
to improving the quality of milk, and have, in that connexion, 
suggested the institution of a roll of Accredited Producers (para- 
graph 77). This roll would automatically include all producers of 
graded milks and would also include such other producers as qualified 
under the conditions prescribed by the Joint Milk Council. We 
consider it imperative, from every point of view, that the price 
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policy should make provision to ensure that producers who under- 
take the additional trouble and expense involved in complying 
with the conditions prescribed for becoming Accredited Producers 
are adequately remunerated. In the past, the producer who has 
sought to improve the standard of his production has often been 
deterred by the fact that he has secured no special recognition 
from his buyer, and it is this situation that we are anxious to avoid. 
We are of opinion that the requisite assurance can best be provided 
througha guaranteed quality premium (referred. toin the scheme asa 
“general service premium ”’) payable in respect of all milk sold 
by Accredited Producers. We make recommendations in Chapter 
XIV (paragraph 124) on the raising and administration of the fund 
for the payment of this guaranteed quality premium. 


98. Level Delivery Premiums.—The question of securing adequate 
remuneration for service, as apart from quality, is one which we 
believe can be left free to individual negotiation. As we have 
shown previously, a large section of the distributive trade, having 
no facilities for converting milk into milk products, prefers 
to buy on a level contract basis. We have received much evidence 
to the effect that the producer who supplies milk on this basis is 
involved in higher costs, and, in so far as such supplies are essential 
to an adequate supply of milk for the liquid-milk market in the 
winter season, their provision calls for some differential payment 
to the producer. At the same time, we recognize that the estab- 
lishment of anything in the nature of a guaranteed premium on such 
supplies, whether they are bought for the liquid-milk market or 
not, might have the effect of perpetuating high-cost production and 
arresting the natural tendency for milk to be produced where the 
costs are lowest. If the distributor requires this service, it seems 
to us reasonable that he should be required to pay for it, and we 
therefore recommend that a producer who supplies milk on a con- 
tract of this nature should be in a position to secure by negotiation 
with his buyer a premium for this service over and above the normal 
contract price. Though the premiums will be paid along with the 
contract price to the Central Producers’ Board, they will, subject to 
the reservation below, be allotted to the individual producers 
who made such contracts. 

The level delivery premium may be justified from two different 
points of view. In the first place, it is necessary, under present 
conditions, to ensure adequate supplies of winter milk for liquid © 
consumption ; secondly, the producer who supplies on this basis 
has been accustomed in the past to make his own arrangements for 
dealing on the farm with his own surplus, and the continuance of 
this practice will relieve the Central Producers’ Board of a certain 
amount of responsibility. We therefore suggest that the producer 
who elects to draw the level delivery premium should be under the 
obligation to retain on the farm any surplus over his contract 
quantity. If, on the other hand, he sells part of his dairy to one 
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or more buyers on a level contract basis, while disposing of the 
balance through the Board, we suggest that an appropriate amount 
of the level delivery premium secured on his contract should be 
retained by the Board. 

Other points of service, which are mainly local in character or 
peculiar to certain buyers, will also be left to private negotiation 
between the parties concerned, provided that the agreements 
arrived at are duly included in the contracts. The Board would 
retain the power of supervising and disapproving such agreements 
should they conflict in any way with the central objects of the 
pooling scheme. 


99. Premium for Graded Milks.—In the case of milk graded 
under the present Milk (Special Designations) Order, or under any 
subsequent Order, we suggest that the Joint Milk Council should 
recommend the normal premiums that such milk should carry over 
the ordinary contract price. With these normal premiums as a guide, 
producers should negotiate premiums with their buyers and the sums 
realized should be credited to the individual producers concerned. 
In addition to any negotiated premiums, all producers of graded 
milks will receive the guaranteed premium payable in respect of 
milk sold by Accredited Producers (paragraph 97). 


100. Participation of Producer-Retailers——We have finally to 
consider the participation of the producer-retailer in the scheme. 
This is indispensable to the success of any pooling scheme, since the 
producer-retailer is responsible for at least one-third of the total 
liquid milk sales in the country and probably for more. No pooling 
scheme could possibly establish a fair balance between the sellers 
of liquid and of manufacturing milk which failed to include so large 
a proportion of liquid sales. In view of this, the producer-retailers 
cannot, as a matter either of policy or of equity, be left outside the 
scope of a price policy built upon the basis we recommend. 

It is true that a certain proportion of the milk retailed direct 
is sold by producers operating on a small scale in country districts, 
whose operations are such as would not imperil the success of the 
scheme and whose contributions in the way of levy would be so small 
that, on the grounds of expediency alone, they could and should be 
exempted from the general provisions of the scheme. On this 
subject of exemption, we make recommendations in the latter part of 
this Chapter. But, in the case of the rest, we regard their par- 
ticipation as indispensable, both to the scheme and to their own 
interests. 

Fortunately, there is no difficulty in fixing principles of par- 
ticipation which are fair both to them and to the rest of the industry. 
Producer-retailers who qualify for registration on the roll of 
Accredited Producers will be eligible for the guaranteed premium 
equally with other producers. All producer-retailers should, 
therefore, contribute to the fund from which this premium is paid 
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in the same way as other producers and distributors (see para- 
graph 124). 

Producers who sell milk for liquid consumption will, under our 
scheme, be contributing in two ways to raise the price of milk sold 
for manufacture. They will, in the first place, be paying a general 
levy on all liquid-milk sales, for inter-regional compensation 
purposes. This general levy should be paid by producer-retailers in 
common with all other producers whose milk is sold for liquid 
consumption. We suggest that the Central Producers’ Board 
might in the case of producer-retailers find it convenient to con- 
solidate in one single payment the levy on this account and that 
for the quality premium referred to above. 

By the operation of the regional pools, producers who sell milk 
for liquid consumption will, in effect, be contributing a further 
portion of the proceeds of their sales for the purpose of securing 
price equalization within the region. This contribution will repre- 
sent the difference between the regional contract price, after the 
deduction of the quality and inter-regional compensation levies, 
and the regional pool price. In order that producer-retailers may 
participate in the scheme on equal terms with other producers 
for liquid sale, they should make a similar contribution. There 
is, however, one consideration to be taken into account in this 
connexion. In order to keep supply adjusted to demand in his 
individual business, the producer-retailer must incur the cost of 
maintaining level production throughout the year or the risk of 
buying accommodation milk at a premium when his own supply 
falls short. For this, he should be entitled, if he retains his surplus 
at home, to deduct from his payment the average level delivery 
premium for the region as declared by the Central Producers’ Board. 
In this respect, therefore, he would be broadly in the same position 
as any other producer selling on a level delivery contract. He is 
also, we think, entitled to a little more. It may be,and probably is, © 
the case that the adjustment of supply to demand imposes on the 
producer-retailer somewhat greater costs than on a producer selling 
on a level contract. In view of this, we suggest that, instead of 
paying the whole difference between the contract price of milk 
sold for liquid consumption and the pool price received by all other 
farmers, he should pay, in addition to his levy (as a producer) for 
quality premiums, and that for inter-regional compensation pur- 
poses, a contribution (described in the Scheme as a regional levy) 
equivalent to nine-tenths of the difference between the regional 
contract price (less the two levies above referred to) and the regional 
pool price. Under this arrangement, the producer-retailer would 
share, to the same extent as other producers, the burden of the levies 
for quality premiums and for inter-regional compensation, and, 
to a slightly less extent than others, that ot equalization within the 
region. 

We have recommended elsewhere that one of the functions of 
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the Central Producers’ Board should be to license producer-retailers. 
Without such a licence, no producer, unless exempted from the 
provisions of the scheme, will be allowed to sell his milk direct to 
the consumer. As we indicate later in this Chapter, one of the 
conditions of the licence should be that the producer-retailer under- 
takes to pay regularly the contribution levied upon him. This would 
put the Board in the position of being able to refuse the renewal 
of the licence of a producer-retailer whose contributions were in 
arrears. If this procedure were adopted, we see no insuperable 
difficulty in the way of recovering the levies assessed wpon producer- 
retailers. 


101. The Calculation of the Regional Universal, or Pool, Prices.— 
We are now in a position to review in detail the credit and the debit 
sides of a Regional Account and the calculation of a Regional 
Universal Price. 


On the credit side, the main items would be— 


(a) receipts from all milk sold liquid, including premiums 
realized for level contract supplies, and for graded milk. The 
levy payable to the fund for providing the guaranteed quality 
premiums and that for inter-regional compensation will have 
been previously deducted ; 

(b) receipts in respect of manufacturing milk ; 

(c) producer-retailers’ contributions. In this case, also, 
the levy payable to the fund for providing the guaranteed 
quality premiums and that for inter-regional compensation will 
have been deducted ; 

(d) the contribution from the guaranteed quality premium 
fund ; and 

(e) (during the manufacturing period) the contribution from 
the inter-regional compensation fund. | 


On the debit side, there would stand— 

(a) guaranteed quality premiums ; 

(b) premiums for level contract supplies and for graded 
milk included under (a) on the credit side; and 

(c) regional administrative expenditure. 

The debit items would first be deducted from the total credits, 
and the balance would be divided by the total quantity of milk 
sold off farms in the region during the month. The figure thus 
calculated would be the Regional Universal Price. This price 
would be payable to all suppliers, irrespective of how their milk 
had been used. All suppliers of graded milk, and producers having 
level delivery contracts, would receive, in addition, the premiums 
to which they were entitled. 


102. Summary of Recommendations as to Price Policy for Milk 
for Liquid Consumption.—The main points outlined in the previous 
recommendations may now be summarized— 
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1. The country shall be divided into regions. 

2. For each region there shall be fixed a Distributors’ 
Liquid-Milk Buying Price—the Regional Contract Price. 

3. Buyers’ prices shall also be fixed for milk going to the 
different manufacturing channels. 

4. A Regional Universal Price, payable to all producers 
irrespective of the utilization of their milk, shall be calculated 
on the basis of regional realizations. 

5. There shall be a guaranteed premium on all milk sold 
by Accredited Producers, whether consumed liquid or manu- 
factured. 

6. Normal premiums shall be recommended for graded milk 
and the premiums actually negotiated for such milk shall be 
credited to the individual producers concerned, who will receive, 
in addition, the guaranteed premium payable to Accredited 
Producers. : 

7. There shall also be a level delivery premium payable 
to producers who contract for level supplies to distributors and 
secure such premium. 

8. Buyers’ contracts will be of two types, viz. :— 


(a) contracts for level quantities payable at the contract 
price for liquid milk, plus any premium for level deliveries ; 

(6) contracts for the purchase of such supplies as may 
be offered by contracting producers and for payment on a 
utilization basis. 

9. All sales of milk shall be subject to a levy for the fund 
to provide guaranteed quality premiums. 

10, All sales of milk for liquid consumption shall be subject 
to a levy, the proceeds of which shall be used for compensation 
as between regions. 

11. Inter-regional compensation shall be payable only in 
respect of the manufacturing season, and the allocation shall 
be on the basis of the quantities of milk manufactured in the 
several regions during such season. 

12. Producer-retailers shall contribute— 

(a) a consolidated levy covering the levy for guaranteed 
quality premiums and that for inter-regional compensation; 

(6) nine-tenths of the contribution towards equalization 
within the region which is made, in effect, under the 
regional pools by other producers selling milk for liquid 
distribution. 

They shall receive the average regional level delivery 
premium and shall be eligible to qualify for the guaranteed 
premium payable to Accredited Producers. 


103. Main Features of the Price Policy.—It may now be con- 
venient to summarize the main features which it has been sought 
to incorporate in the price policy recommended. 
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1. It ensures that payments out of the Regional Accounts 
shall depend upon, and shall not exceed, receipts. 

2. It provides an automatic check on over-production. 

3. It permits of regional variation in producers’ prices and 
retail prices. 

4. It is essentially elastic, admitting of considerable adjust- 
ment within the framework suggested. 

5. It secures to each region the advantage derived through 
sales of milk in a higher priced region. 

6. It secures that distributors’ margins shall not be inflated 
through the purchase of milk at rates below those prevailing 
in the region where the milk is sold. 

7. It ensures that every producer within a region shall 
receive the same basic price. 

8. It provides a guaranteed reward for good quality produc- 
tion while leaving producers of graded milk free to supplement 
the guaranteed premium by negotiation with their buyers. 

9. It makes provision by which the producer benefits if he 
renders a service which commands a premium. 

10. It effects a compromise between two positions— 


(i) that each region should be responsible for its own 
surplus, and 
(ii) that surplus is the joint concern of the whole industry. 


11. It ensures equalization between the prices of milk sold 
liquid and milk manufactured within each region, and also 
provides for a certain amount of inter-regional compensation. 

12. It sets out to assist the manufacture of milk products 
by subsidizing manufacture in the season when the production 
of milk products is most economical. 


SUPPLEMENTARY ARRANGEMENTS. 


There are several matters incidental to the scheme just delineated 
on which we desire to make observations and recommendations. 


104. The Accounting Unit.—We think that the accounting 
work of the Central Producers’ Board would be appreciably simpli- 
fied by the adoption of a unit of, say, 100 gallons as the basis of 
calculation in all transactions. The same unit might also be used 
with advantage in the negotiation of contract prices, for it would 
permit of a much closer adjustment of price to the capacity of buyers 
to pay than is possible on the basis of a price per gallon. 


105. Forms of Contracts—We have recommended (paragraph 
93) that contracts should be of two types—those for the sale and 
purchase of variable supplies and those for the sale and purchase of 
level supplies. These contracts should be tripartite agreements 
between the seller, the Board and the buyer, and their form should 
be standardized. The details of the forms of contract will be 
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negotiated by the Central Producers’ Board, but we suggest that, 
wnter alia, they might include clauses relating to— 

1. The grade or quality which the producer undertakes to supply - 

2. The restriction, if any, on the re-sale price. 

3. The furnishing of returns as to the utilization of milk, whether 
for liquid distribution or for manufacture, and the production of records 
for inspection. 

4. In the case of level supply contracts, the amount of the leve} 
delivery premium and whether the seller elects to keep his surplus on 
the farm. 

5. In the case of contracts for variable supplies, the quantity or 
proportion which producers elect to withhold for use on the farms. 

6. The payment by the buyer of his share of the levy for the 
guaranteed quality premium fund and the expenditure of the Joint 
Milk Council. 

We think the contracts should also include a clause absolving 
the Central Producers’ Board from liability for shortages, sourages 
and wastages. 


106. Contracts with Accredited Producers.—In the early stages 
of the scheme, the total amount of milk available from Accredited 
Producers will probably be limited. A distributor who enters into 
contracts for the supply of such milk must have reasonable assurance 
that the quantity he has contracted for will be forthcoming. We 
therefore recommend that the Central Producers’ Board should 
endeavour to make such arrangements that it would be in a position 
to make good the supplies of any defaulting producer who may be 
removed from the roll of Accredited Producers. 


107. Producer-Retailers’ Licences.—There should be laid down 
a universal form of licence for producer-retailers, which should 
contain the following provisions, inter alia :— 

1. The method of determination and the amounts of the levies 
payable by producer-retailers. 

2. An undertaking by the producer-retailer to pay the levies. 

3. An undertaking to furnish returns and to produce books for 
inspection. 

4. An undertaking to charge not less than the average retail 
price prevailing in the district. 

Applications for these licences should be submitted to the 
Central Producers’ Board through the appropriate Regional Com- 
mittees and should require the recommendation of the latter before 
being granted. The licences should be renewable at periods of 
three months or for longer periods, at the Board’s discretion. 


In some cases, it may be difficult to secure from producer- 
retailers accurate returns of the gallonage which they have sold. 
In such cases, the Board, on the advice of the Regional Committee 
concerned, should calculate the producer-retailer’s contributions 
on the basis of a fixed gallonage per cow ; but every effort should 
be made to secure accurate returns of gallonage sold from all pro- 
ducer-retailers within a reasonable period. 
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108. Transport.—lIt is desirable that the scheme should interfere 
as little as possible with the existing method of meeting transport 
charges. At present, the cost of transport to the collecting station 
is paid direct by the producer ; the further cost by rail or road is 
met by the buyer and deducted from his payment to the producer. 
Farmers have some legitimate grievances in regard to this system, 
which does not operate quite fairly in all cases. 

In our opinion, the cost of transport to collecting stations within 
a radius to be laid down by the Central Producers’ Board should 
be met direct by the farmer; but the Board, with the assistance 
of Regional Committees, should study all possibilities of reducing 
this charge to a minimum. 

The arrangements for the payment of the costs of transport 
between the collecting station and the rail or road terminus at which 
the buyer assumes responsibility must be left to the decision of the 
Central Producers’ Board. It may be that they will prefer that 
the charges should be paid direct by the individual producers. On 
the other hand, the Board may prefer that they should pay the 
charges and deduct them from the payments to farmers, in which 
case it will probably simplify the Board’s accounting to arrange 
that the charges are met by the buyer and deducted by him from 
his monthly payments to the Board, the deductions being supported 
by vouchers. The Board’s accounting system could then be further 
simplified by an arrangement whereby the deduction to be made 
for transport charges from payments to individual farmers is fixed 
on a zonal basis, the rates per gallon for transport over distances 
of, say, 20-40 miles, 40-60 miles, 60-100 miles, and so on, being 
standardized, whatever the means of transport actually employed. 
The rates would require to be fixed in such a way as to ensure, as 
far as possible, that, on balance, the total of the transport deductions 
from distributors’ payments was not more than the total of the . 
charges recovered from producers. 

Whatever method is adopted, however, we think that, in cases 
where, under contracts made at the direction of the Board, milk is 
sold by a producer in one region to a buyer in another region and 
the transport cost is unusually heavy, the Board should make some 
allowance in reduction of the charge that would otherwise fall to be 
borne by the individual producer concerned. 


The cost of transport between the rail or road terminus and the 
distributor’s premises must remain the responsibility of the 
distributor. 


109. Exemptions.—There must be a very large number of milk 
producers who keep one or two cows and utilize their milk in their 
own households or dispose of it by sale to neighbours or employees. 
The transactions with which the Board will be concerned will be 
numerous enough without those of producers on the smallest scale, 
whose operations cannot possibly have any appreciable effect on the 
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working of the scheme. We have therefore provided in our draft 
scheme for the complete exemption from its provisions of— 
(a) producers keeping not more than 4 cows ;. 


(6) producers who do not sell milk; and 
(c) sales of milk by producers to their employees. 


Under the Act, the scheme may empower the Board to make 
such further complete or partial exemptions of classes or descriptions 
of producers and sales as it may determine. This power is included 
our scheme and its use will be at the complete discretion of the 

oard. 


110. Milk Surplus to Contract Sales—In drawing up our 
scheme, we have considered that producers of milk should normally 
be expected to find their own buyers, as they do at present. In 
some cases, these buyers will be distributors; in other cases, 
manufacturers. Sometimes they will desire to purchase level 
dairies, sometimes varying quantities of milk. But, broadly 
speaking, sellers must dispose of their produce by their own efforts 
through one or other of the channels, and by one or other of the 
standard contracts provided in the scheme. It may, however, 
happen that certain producers will not be able to find purchasers. 
This may come about from a variety of reasons which it is not neces- 
sary to discuss. The Central Producers’ Board may therefore be 
called upon to dispose of a certain amount of milk for which no 
purchaser can be found by the individual producer. In these 
circumstances, the Central Producers’ Board should consider 
whether it would not be advisable, at least in the initial stages, to 
charge a small commission on the sale of supplies for which it has 
to find a buyer. This commission would take the form of a deduc- 
tion from the regional pool price payable to the producers concerned. 


111. The Position of Farmers’ Co-operative Societies.— 
We have given some consideration to the position under our 
scheme of farmers’ wholesale and retail co-operative societies. 
It is the general practice of these societies to accept milk from their 
members, to sell in the liquid market supplies for which that outlet 
is available, and to undertake the conversion of the remainder into 
products. Though their purpose may differ in that they exist 
and operate solely for the benefit of their producer-members, these 
societies perform the same functions as do private wholesalers. 
They should therefore be required to purchase their supplies through 
the Board on the terms and conditions applicable to all wholesale 
buyers. 

In the event of the Board finding it necessary to have supplies 
of surplus milk manufactured on its own behalf, it will doubtless 
consider the claims of these co-operative societies to recognition. 
The Board may also wish to acquire conversion facilities of its own, 
and, in that eventuality, we think it should consider the -desir- 
ability of taking over establishments owned by societies, provided 
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they are suitably situated and efficiently equipped. We have been 
assured that the societies are anxious to give every possible assistance 
under a marketing scheme, and it seems to us that the existence 
of a nation-wide producers’ organization may give them a new 
economic purpose. 


112. Farm Manufacture of Butter and Cheese.—The price policy 
we have formulated makes no provision for the payment of compen- 
sation to the milk producer who retains his milk on the farm for 
conversion into butter and cheese. So long as he does not sell milk, 
such a producer is, in fact, outside the scope of the scheme, while 
the producer who sells milk for manufacture into butter and cheese 
in factories will be subsidized to the extent that he will receive the 
regional pool price. If we have not made provision for compensation 
being paid to the farm manufacturer it is only because of the diffi- 
culty of formulating feasible and practical proposals in the present 
unorganized condition of the farm cheese and butter industry. 

It seems probable, however, that a result of the adoption of a 
milk marketing scheme will be the establishment of cheese and, 
possibly, butter marketing organizations under the Agricultural 
Marketing Act, one of the main functions of which will be to establish 
and enforce grades for the sale of cheese and butter. It will be very 
much in the interest of the Central Milk Producers’ Board that it 
should keep in the closest touch with any such organizations. Itmight 
consider the possibility of securing that the farm manufacturer of 
cheese and, possibly, butter of certain standards of quality pre- 
scribed by the appropriate organizations would be assured of the 
equivalent of the regional universal price for his milk. This would 
amount to little more than the recognition by the Central Producers’ 
Board of such butter and cheese producers as manufacturing 
agents. Some such arrangement seems to us desirable in order 
to prevent the farm butter and cheese industries, and particularly 
the latter, from falling into decay. 

The case of the producer selling cream to a factory for manu- 
facture into butter is also one to which the Board should give careful 
consideration. The separation of milk on the farm and the sale 
of the cream to a butter factory gives the producer most of the 
advantages and relieves him of some of the disadvantages ot farm 
conversion. It is a development to be encouraged, and we think 
the Board might consider the desirability of an arrangement whereby 
the producer receives the equivalent of the regional pool price after 
allowing for the value of the by-product retained on the farm. 


113. Reduction of Price to Schools, etc.—It is desirable 
that schools, hospitals, welfare centres and other institutions of 
the kind which are at present securing milk on special terms should 
not be unduly penalized under the scheme. We regard the supply 
of good milk to schools and welfare centres as a matter of exceptional 
importance which the industry will do well to study in its own as 
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well as in the public interest. The Joint Milk Council should give 
immediate attention to it, and the Central Producers’ and Dairy- 
men’s Boards should aim at arranging for the supply to such 
institutions on the lowest possible terms. A period when the supply 
of milk surplus to existing liquid requirements seems certain to 
increase affords an opportunity in which the Central Producers’ 
Board may, with advantage to those it represents, take measures to 
lower the cost of milk of good quality to schools. We believe it 
possible, in these circumstances, to expand the market for liquid milk 
with lasting benefit to all concerned. It is better that good milk 
should go at a low rate to schools than that it should go at an even 
lower rate into manufacture, and the pooling scheme may stand to 
gain substantially by measures of this kind. The method to be 
adopted will require careful study ; but we do not believe that the 
suggestion presents insuperable difficulties, and we recommend it to 
the immediate consideration of those who will exercise control 
when the new marketing organization comes into operation. 


114. Reduction of Price to Hotels, ete——The provision of 
bulk supplies of milk to hotels, restaurants and other consumers of 
that type presents a rather different problem. It is obvious that the 
distributing cost per gallon must be substantially lower when milk 
is supplied in any considerable quantities to large consumers ; 
but, as regards these bulk sales, it is difficult to see on what grounds 
the producer can justly be deprived of any portion, however small, 
of his normal selling price. As we have previously mentioned, 
however, under present market conditions, it is not uncommon for 
large institutions to secure their supplies on terms which involve 
the producer in the sacrifice of some part of the price to which he is 
entitled. The full contract price should be paid by distributors 
for milk supplied to institutions as for all other milk, but distributors 
should be free to compete for this semi-wholesale trade by the 
reduction of their normal margin, and we suggest that this is a matter 
which might be considered by the Central Dairymen’s Board. 


CHAPTER XIII.—PRICE POLICY FOR MANUFACTURING 
MILK. 


115. The Present Position of the Manuiacturer.—The manu- 
facture of milk products on a commercial scale in this country 
has, for the most part, come to occupy a position subsidiary to the 
supply of milk for liquid consumption. The reasons for this have 
already been elaborated in Chapter V. ‘They arise from the facts 
that the returns in the liquid-milk market have been higher than 
could be obtained from manufacturing processes and that, except 
in a few districts, large and regular supplies of milk have not been 
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available at prices which would allow the manufactured products 
to be sold in competition with similar imported articles. We have 
conceived it to be one of the objects of any sound scheme of re- 
organization to secure that the supplies of milk for the liquid-milk 
market shall not compete in price with supplies for manufacture. 
We believe that one of the effects of the scheme we have elaborated 
will be to make milk available in certain areas, particularly in the 
summer months, at prices which will enable the buyer to manufac- 
ture many kinds of milk products and sell these in competition with 
imported produce. At the same time, even in areas where a large 
proportion of the milk is manufactured, the pool price, reinforced 
as it will be by the allocation from the Central Fund, should be such 
as will tend to encourage the producer to expand rather than restrict 
his output. In this way, the foundation of a manufacturing 
industry—namely, a plentiful supply of the raw material—will be 
more securely laid. 

Abundant evidence has been submitted to us to show that milk 
for manufacture has been purchased in the past under extremely 
diverse conditions. We have previously called attention to the 
fact that, though the collective agreements which have prevailed 
since 1922 have made provision for producers to be paid for a 
proportion of their milk a price based upon its estimated value for 
manufacture into cheese, no provision has been made by which 
manufacturers could purchase the whole of their supplies on that 
or a similar basis. This omission has created a difficult position 
for the manufacturer. He has found himself in competition with 
buyers purchasing solely with a view to re-sale in the liquid-milk 
market, or with the object of selling all they could in that market 
and manufacturing the remainder. The prices the manufacturer 
has had to pay in the open market have naturally been affected by 
this competition, and his operations have to some extent been of 
the nature of a gamble. He has commonly bought at flat-rate 
prices higher than the value of the milk for his particular manufac- 
turing purpose, and has taken opportunities of reducing his losses 
or obtaining casual profits through the sale in the liquid-milk 
market of a portion of the milk so bought. The recommendations 
we have made in previous Chapters should rectify this state of affairs 
and establish conditions under which milk for manufacturing 
purposes will be freed completely from the competition of the 
liquid-milk market. 


116. The Imported Cheese-Price Basis for Manufacturing Milk.— 
Though the most common ‘basis for the purchase of manufacturing 
milk has been the flat-rate price, the collective agreements nego- 
tiated between producers and buyers have provided for payment 
for supplies in excess of a specified quantity or percentage on a 
mutually agreed manufacturing-price basis. This basis has been 
the average price per lb. of New Zealand and Canadian cheese, of 
Finest and Fine Quality, less 2d. (except in a few months in 1926 
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when the charge was ld.) to cover the cost of manufacture. Ags 
approximately one gallon of milk is required to make 1 lb. of cheese, 
the price of cheese per lb., less the manufacturing charge, gives the 
price of milk per gallon. 

We are not here concerned with the equity of the deduction to 
cover manufacturing costs, though manufacturers themselves have 
admitted to us in evidence that the allowance is liberal. We are, 
however, concerned with the principle of the formula. It appears 
to rest on three assumptions— 


(1) that the realization value of milk products made and 
sold in this country must conform to the value of similar 
articles which are imported ; 


(2) that through competition in exporting countries, and 
the diversion of productive capacity there to the manufacture 
of those milk products which for the time being give the 
maximum return, the value of the raw milk in the finished 
articles will tend to equality ; or, in other words, that when 
allowance is made for differences in costs of manufacture and 
of selling, and differences in risk, the value of any given quantity 
of milk used for making one article will tend to be equal to 
that of the same quantity used for making another article, 
although the final products show wide differences in value. 


(3) that in so far as this tendency to equalization of the 
raw material values of milk for the manufacture of different 
articles exists in this country, it has been considered convenient 
and equitable, both to buyers and sellers of milk for manufac- 
turing purposes, to determine the price of that milk in terms 
of the price of one of its products. 


Such, apparently, is the general foundation of the formula, and 
it may now be considered how far the assumptions have been borne 
out in practice. 

So far as the first is concerned, there must undoubtedly be: a 
tendency in the direction indicated. It is, however, subject to 
disturbing influences, and these operate more markedly in the case 
of some products than in that of others. For such goods as con- 
densed whole or separated milk, tinned cream, or milk powder, 
there is little, if any, preferential demand on the part of the British 
consumer for the home product, and the price premium which it 
can carry over the similar imported article must consequently be 
comparatively small. In the case of fresh cream and, to a less 
extent, butter, there does exist a discriminatory demand for the 
home product which enables it to command a somewhat higher 
price. Further, the perishable nature of fresh cream also limits 
to some extent the competition of imported produce. With cheese, 
the main factor is quality, which depends largely on the efficiency 
of the technique of manufacture. Considerable quantities of 
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cheese of inferior quality are made in, factories from milk first 
destined for the liquid market and subsequently found surplus to 
its requirements ; such cheese realizes prices which are frequently 
lower than those of imported cheese of the same variety. On the 
other hand, where the manufacturing process and the subsequent 
ripening of the cheese are efficiently carried out, the quality of the 
product is superior to that of any imported cheese of the same 
variety, and the price is correspondingly higher. Where milk is 
manufactured into specialities, such as fancy cheeses, for which 
there is a limited market, the price bears little relation to that of 
the ordinary varieties of imported cheese. 


The second assumption—viz., the equalization of raw-material 
values—also reflects a tendency which, in view of the qualifications 
mentioned above, is more likely to apply in the milk markets of our 
chief suppliers than in the home market. The United Kingdom 
occupies a dominant position as a market for dairy products, and 
changes in the margins of profit to be made from the manufacture 
of different products are not only closely watched but quickly acted 
upon, as far as circumstances permit, by our overseas suppliers. 
It is difficult to secure comprehensive data to show what milk has 
realized when diverted to different channels in important manu- 
facturing countries. We do, however, notice that a random sample 
of eleven dual-purpose factories in New Zealand shows the difference 
in the payments made to farmers for milk going to butter and 
cheese, respectively, to be no more than ;5d. per lb. of butter- 
fat or 3d. per gallon of milk.* It by no means follows that 
similar equality of raw-material values has been established in 
this country ; the tendency is counteracted by the facts that certain 
products enjoy a relatively sheltered market and that the prefer- 
ential demand for home produce is more marked in some cases than 
in others. ) 


As regards the third assum, tion, there can be no dispute as to the 
convenience of such a formula, but there may be as to its equity. 
If the two previous assumptions were borne out in practice, it might 
well be held to be equitable to all parties ; we have seen, however, 
that various disturbing influences may, and actually do, intervene. 
Many circumstances indicate that the imported cheese-price basis has 
not operated to the advantage of the farmer. It could not be 
maintained that the larger proportion of the milk which has been 
manufactured since 1922, when this method of determining price 
was first adopted, has actually been made into cheese. Indeed, the 
spasmodic character of much factory production of cheese suggests 
that milk realizes almost its lowest value as a raw material in the 
form of “‘ factory cheddar ’”’ cheese. Further, the general tendency 
of the trade and of factory managements to utilize milk for any 
purpose other than making the ordinary type of cheese or making 


* New Zealand Exporter and Farm Home Journal, October, 1932. 
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butter suggests that almost any use other than these gives a better 
return. 

The milk which is bought as raw material for manufacturing is 
made into many products. Ifthe wholesale prices of these different 
milk products be analyzed, they are found to be made up of a 
- number of constituents which may figure in varying proportions in 
the case of different products. In addition to the cost of the raw 
material, there must be taken into account processing, manufacture, 
storage, transportation, selling and advertising costs, as well as 
risks of loss on account of perishability. Without a much more 
complete analysis of these various costs of manufacture and dis- 
tribution than we have been able to obtain in the time at our dis- 
posal, it is impossible to indicate what proportion of the wholesale 
price of any milk product is represented by the cost of the raw 
material. We are not therefore able to differentiate between those 
cases where the cheese-price basis may have provided a reliable 
index of raw material values and those in which it was quite 
inadequate. 

We have, however, had abundant evidence to show that cir- 
cumstances have not in recent years led to the establishment of one 
uniform price for manufacturing milk. Some manufacturers have 
paid prices but little below those actually paid by many buyers for 
milk for liquid consumption. At the other extreme, the prices 
which it has been possible to pay for milk for conversion into butter 
or cheese have probably in many cases fallen below the farmer’s 
cost of production. It is necessary to emphasize that, under recent 
conditions, milk for manufacture in any one season has been bought 
not at one price but at a series of prices, differing widely. 

While we do not doubt that there may have been some tendency 
in this country towards equalization of the value of milk for different 
manufacturing purposes, there seems to us conclusive evidence that 
values have not, in fact, been so equalized. In this connexion, it 
must, however, be clearly pointed out that, whatever the conditions 
may have been while the United Kingdom market for dairy products 
was unfettered by any duties or regulations, with the imposition of 
duties no such equalization can be expected. We refer to this 
matter more fully in the next section. 


117. The Flat-rate Principle Examined.—Upon the policy 
adopted in the determination of the price or prices of manufacturing 
milk, the success of a milk marketing scheme must largely depend. 
Some groups of producers situated in the vicinity of, and catering 
for, the special requirements of particular manufacturing concerns 
have, in the past, secured prices higher than would have been 
possible had the milk been manufactured into products of low 
value. These prices they may have secured because their buyers 
hoped to divert some of the milk to the liquid market, or because 
the product to be manufactured was of such a nature that the 
buyer could afford to pay a higher price. As soon as the milk 
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marketing scheme comes into force, producers will be precluded 
from exploiting their individual opportunities in this way. 

In the course of our enquiries, we have taken the opinion of 
manufacturers upon this subject. We have found no particular 
attachment to the cheese-price basis; the view has even been 
expressed by more than one important witness that any other 
equitable basis should be acceptable to manufacturers. At the same 
time, the weight of opinion given in evidence was undoubtedly 
in favour of a single flat-rate basis, though the latter need not be 
dependent upon the price of imported cheese. After the most 
serious consideration, we find ourselves unable to accept this view 
and to recommend the adoption of such a policy. In our opinion, it 
entirely fails to take cognizance of three essential considerations. 

In the first place, it involves a departure from the practice which 
has, to some extent, prevailed in this country in the past, by which 
the price paid for milk for manufacture has borne some relation 
to the value of the final product. If the flat-rate price were fixed 
on an imported cheese-price basis, a considerable loss would be 
incurred by the producers’ organization in its sales of manufacturing 
milk. If, on the other hand, a composite flat-rate price were adopted. 
dependent on the price of a number of milk products, this would 
press unduly on the manufacturers of certain low-valued products. 

Secondly, the price policy we have suggested in the case of liquid 
milk contemplates advantage being taken, for the benefit of manu- 
facture, of the naturally protected position which the liquid-milk 
market enjoys. It countenances the setting-up of a single selling 
agency with safeguards in the interests of the public, and the exploi- 
tation of the situation so created, at least to the extent of the levy 
payable on all sales of liquid milk. The proceeds of the levy will be 
used to assist producers whose milk goes to manufacture. Manufac- 
turers, we understand, take no exception to this procedure, but, in 
fact, support it. It seems to us that if the application of this principle 
can be justified in the case of liquid milk, its application is a fortiort 
more justifiable in the case of manufacturing milk ; in other words, 
the payment to be made for milk as the raw material of manufacture 
must bear some relation to the profits derived from the process in 
which it is used. Any argument that milk for manufacture should 
bear one price irrespective of the product into which it is manu- 
factured, seems to us largely nullified by acceptance of the principle 
that the price in the liquid-milk market should be artificially main- 
tained so that producers, some or all of whose milk is manufactured, 
may be compensated and thus protected against loss. To make 
supplies of milk available to all manufacturers at any flat-rate 
price that would be equitable to milk producers would have two 
effects. It would either make the position of manufacturers of 
certain products impossible, or it would enable the manu- 
facturers of other products to make unjustifiably high profits at 
the expense of the consumer of liquid milk. 
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Thirdly, the argument for a flat-rate price, varying, say, with 
the price of imported cheese, appears to lose sight of the fact that 
the fixing of the price of manufacturing milk on such a basis rests 
ultimately for its validity on the freedom of the United Kingdom 
as a market for dairy products. If the free entry of milk products 
is interfered with by import duties or otherwise, a flat-rate price for 
manufacturing milk depending on the price of one product would 
not be equitable unless the scale of import duties were so adjusted 
as to fall with equal incidence upon all milk products. If cheese, 
for example, were admitted free while condensed milk were subject 
to a heavy duty, the sale of all manufacturing milk on an imported 
cheese-price basis would simply mean that manufacturers of con- 
densed milk would secure abnormal profits, no part of which would 
be shared by the supplier of the raw material. When different 
proportions of one product and another are obtained from foreign 
and Imperial sources, and when, therefore, the effect of the duties 
and preferences is variable, the prices of milk products in British 
markets are bound to vary. Consequently, the raw-material 
values of the milk used in the manufacture of different products 
will follow the same course in this country. Under any system of 
duties or restrictions on imports of dairy produce, even suchas is in 
operation at present, it is necessary to secure that producers of milk 
gain their due meed of benefit. We are satisfied that this cannot be 
secured by any process of valuing milk for manufacture on the basis 
of its value in any one product, such as cheese imported from the 
Dominions. A flat-rate valuation could, of course, be made on a 
composite basis, calculated upon the prices of such products as 
cream, condensed milk, cheese and butter. Even a valuation on 
this basis would not be particularly equitable, and it would press 
hard upon the manufacturers of the lower-valued products. 


Attention has been called by more than one prominent manu- 
facturer to an alleged disparity in the scale of duties adopted at 
Ottawa under which the Dominions and the home manufacturer 
are to have a preference of 5s. per cwt. on sweetened condensed 
milk and 6s. per cwt. on unsweetened condensed milk and milk- 
powder. It has been pointed out that since 1 cwt. of condensed 
milk is equivalent to, say, 34 gallons of fresh milk, and 1 cwt. of 
milk powder to 100 gallons, foreign imports of the former product 
are to be taxed 2d. per gallon or its equivalent, and milk powder 
only 4d. per gallon. It seems to us that this disparity may be 
accounted for by the fact that the bulk of the milk powder imported 
into this country is manufactured from skimmed milk, and that 
therefore the above comparison does not apply. But assuming for 
the moment that the comparison is valid and that reasonable 
srounds exist for making this differentiation, we are forced to con- 
clude that the protection enjoyed by milk as a raw material going 
to the manufacture of condensed milk is greater than when it is 
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converted to milk-powder. It seems to us incontestable that, 
in these circumstances, a higher price should be paid for the milk 
converted to condensed milk than for that made into milk-powder. 


118. The Commission’s Recommendations.—We have been 
impressed by the fact that milk marketing schemes in the 
United States of America have commonly adopted the method of 
selling milk for manufacture ona classification basis. The New 
York Dairymen’s League, for example, adopts the following 
classification for the sale of milk :*— 

1. Fluid milk. 

2. Cream, ice-cream, plain, condensed, and homogenised mixtures. 

3. Evaporated whole milk, sweetened whole condensed, milk 
chocolate, whole milk-powder, soft and foreign cheese. 

4. Butter. 

5. American cheese. 

The amount payable by the buyer for his supplies depends on 
the way in which he has utilized the supplies so bought. The 
adoption of this method is a recognition of the fact that raw-material 
values are not necessarily equal, and that factors, both natural and 
artificial, may make it possible and equitable for one product to 
bear for its raw material a price higher than is possible in the case 
of another. 

After very careful consideration of all the circumstances we 
recommend that the Central Producers’ Board should, in its sales of 
milk for manufacture, adopt the principle of payment on a utili- — 
zation basis. We have previously indicated that liquid-milk prices 
should be fixed by negotiation in the Joint Milk Council. Prices 
to be charged for milk consigned to manufacture should be 
periodically fixed in the same way. The price for milk as a raw 
material would depend upon the realization value of the milk when 
manufactured, taking into account the costs of manufacture and 
distribution. Such prices need not be determined for each individual 
product if it is found practical to fix them for groups of products. 
The actual classification under which manufacturing milk should be 
sold we leave to the Joint Milk Council. Butter-fat is the con- 
stituent of milk which is of primary importance to the manufacturer, 
and the prices negotiated for milk going to each class of products 
should be on a scale related to the butter-fat content of the milk. 

We have every confidence that manufacturers will accept this 
basis and readily assist in putting it into operation. Their co- 
operation in the task of reorganization is essential. Our proposal 
simply involves acceptance of the principle that compensation from 
the liquid-milk market should not be payable in respect of such 
supplies of manufacturing milk as would be forthcoming without 
assistance if the manufacturer paid a price for his raw material 
consistent with a reasonable profit on his operations. It seems to 
us that manufacturers will be quite inconsistent if, while accepting 


* Co-operation in Marketing Dairy Products. R. W. Bartlett. (p. 198.) 
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the assistance which our scheme provides for their supplies of raw 
material, they press for a flat-rate basis of valuation. If a flat 
price were fixed, it would of necessity have to be low, in order to 
enable the less remunerative forms of manufacture to be carried on ; 
and the adoption of this principle would, at one and the same time, 
involve a departure from the practice followed by manufacturers 
in buying at present, a loss to the producers’ organization, and the 
enjoyment of unearned increments by certain sections of manu- 
facturers. 


CHAPTER XIV.—THE DISTRIBUTION OF POWERS. 


We have now set out the broad outline of our scheme of reorgan- 
ization together with the principles of the marketing method which 
we recommend. The new authorities which will be established, 
if the full scheme comes into being, are, it will be remembered, three 
in number :— 


1, The Central Producers’ Board, with regional organization. 

2. The Central Dairymen’s Board, with regional organiza- 
tion. 

3. The Joint Milk Council, consisting of the two Boards with 
the addition of an appointed Chairman and two appointed mem- 
bers. i 


It is next our duty to discuss the distribution of power between 
these three bodies and to make recommendations with regard to it. 


POWERS OF CENTRAL PRODUCERS’ BOARD. 


119. Marketing Provisions.—The main functions of administra- 
tion will fall to the Central Producers’ Board, assisted in some im- 
portant particulars by its Regional Committees. It will be con- 
venient to take the powers of this Board first. 

The Central Producers’ Board will require to be furnished by the 
scheme with certain essential powers set out in paragraphs (a) and 
(b) of Section 5 of the Agricultural Marketing Act. It must, in the 
first place, be empowered to buy and sell the regulated product 
(Section 5 (a) ), and registered producers other than producer- 
retailers must be required to sell the regulated product only to the 
Board (Section 5 (b) ), though, as we have previously indicated, the 
requirements of these provisions will, in the early stages cf the 
scheme and possibly in the normal course, involve no more than the 
formal intervention of the Board in the contract between the pro- 
ducer and the ultimate purchaser. The necessary control over the 
operations of producer-retailers can be secured by a system of 
licensing which will exempt these producers from the obligation to 
sell only to the Board. 
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The Board will thus have complete control over the sales of all 
registered producers—except in so far as they may be exempted by 
or under the scheme—for the provisions of the scheme will have the 
force of law, and, under Section 6 (1) (c) of the Act, the scheme must 
provide for the imposition of penalties for contraventions of the 
requirements to sell only to the Board or, in the case of producer- 
retailers, to sell on the conditions determined by the Board. More- 
over, under Section 6 (1) (a), the scheme must prohibit sales of milk 
by producers other than those registered or exempted from registra- 
tion, and contravention of this provision is an offence for which the 
Act itself (Section 6 (3) ) prescribes penalties to which producers will 
be liable on conviction. 

The possibility that circumstances may arise in which milk will 
be available in quantities in excess of those for which buyers can be 
found must not be overlooked, and the Board should therefore 
be empowered to provide for the manufacture of any such excess 
milk into specified products (Section 5 (a) )—subject, however, to 
the limitation which we recommend later (para. 126). 

These, then, are the main powers, other than financial, which the. 
Board will require, and they are included in our draft scheme. 

All payments for milk other than that distributed by producer- 
retailers will accrue to the Central Producers’ Board, and it will be 
for the Board to distribute the proceeds of such sales among regis- 
tered producers in accordance with the provisions of the scheme. 
The price policy which we commend to the Board has been explained 
in some detail in Chapter XII. 

There are, in addition, certain powers of a less important charac- 
ter among those detailed in Section 5 of the Act that we think should 
be given to the Central Producers’ Board, and these have accordingly 
been incorporated in the scheme. They are :— 


(i) the power to buy and to sell or let for hire to registered producers 
anything required for the production, adaption for sale, or sale of the 
regulated product (para. (c) ) ; 

(i1) the power to co-operate with other persons in certain matters— 
é.g., in connexion with the manufacture of products or with trading in 
agricultural requisites (para. (d) ) ; 

(iii) the power to authorize persons to enter and inspect the land and 
premises of registered producers (para. (g) ); 

(iv) the power to require registered producers to furnish estimates, 
returns, accounts and other information (para. (h)); and 

(v) the power to encourage agricultural co-operation, research and 
education (para. (2) ). | 


There is one further matter which we think should be covered by 
the scheme. The establishment of the machinery necessary to put 
into operation a complete pooling scheme of the type we have recom- 
mended will take a certain amount of time, and it may not be 
convenient to the Central Producers’ Board to exercise its full 
marketing powers immediately on the expiration of the suspensory 
period of one month following the declaration of the result of the 
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poll. We accordingly propose that for a transitional period the 
Board shall be able to exercise certain regulatory powers over sales 
by registered producers under the provisions of Section 5 (c) ot the 
Act. 


120. Financial Provisions.—The marketing scheme which we 
have recommended is self-balancing and will provide the funds 
necessary for administration as soon as the first monthly payments 
come in from buyers. The preliminary expenditure necessary in 
the suspensory period and in setting up the administration should be 
met by a short term loan from the English Agricultural Marketing 
Fund in accordance with the provisions of Section 11 of the Agri- 
cultural Marketing Act. We do not think that the Board will need 
to have recourse to a loan from the Marketing Fund for any other 
immediate purpose except, perhaps, to provide premises and equip- 
ment at central and regional headquarters. It is essential that 
expenditure in this, as in other respects, should be kept as low as 
possible ; but the efficiency of the accounting system will be of great 
importance to the farming community, and to ensure that the Board 
must from the outset have adequate accommodation. 


The questions of reserves, of loans raised for the provision of 
plant, such as creameries, which may be necessary to the operation 
of the scheme, and of credit facilities to farmers, are subjects which 
must be left to those who will control the organization when it comes 
into being. In so far as it is necessary that the Board should be 
provided with powers regarding these matters, the powers have been 
included in our scheme. We desire, however, to make one or two 
recommendations of a broad nature concerning them. 


We consider it desirable that the Board should adopt a cautious 
policy regarding borrowing in the initial stages of the scheme, and 
we therefore hope that it will not incur any loan commitments that 
it can reasonably avoid until the general organization of marketing 
has proved its efficiency. It would, in any case, be best that any 
undertakings which prove indispensable should be financed so far 
as possible within the industry. In other milk-marketing organiza- 
tions, particularly in the United States, much advantage has been 
derived from the establishment of a Revolving Fund based on the 
investment of producers in their own organization. Under this 
system, the Board issues certificates of indebtedness, carrying a 
fixed rate of interest, in place of payments for a proportion of each 
producer’s milk. In this way, producers acquire savings invested 
in their own industry. The certificates mature and are paid off at 
the end of a prescribed term of years, so that the Revolving Fund 
consists mainly of the investments of producers still actively engaged 
in the industry. The organization stands to gain greatly in strength 
and stability by building up reserves in this manner, and we hope 
that the Central Producers’ Board will adopt this procedure in 
accumulating such reserves as may be considered necessary. 
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FIxInc oF GRADES, PRICES AND LEVIES. 


121. Power to Fix Grades of Milk.—We now come to certain 
powers which raise wider considerations. The first of these is the 
power to fix grades and designations of milk—a function at present 
entrusted by statute to the Minister of Health. It is not, in our 
opinion, desirable that there should be more than one authority 
entrusted with this power, or that the responsibility at present 
resting upon the Minister of Health should be divided. On the other 
hand, we regard the present grading as unsatisfactory and consider 
that it should be reformed by the Minister of Health after due con- 
sultation with the industry. As already pointed out in Chapter X, 
confusion is at present caused in the mind of the consumer, not only 
by designations put forward for commercial purposes, but by the 
nomenclature of the statutory grades which have been in existence 
since 1922; and we have made recommendations for a simplified 
system of statutory grades. We have also recommended that the 
Minister of Health should exercise his powers in regard to grading 
only after consultation with the Appointed Members of the Joint 
Milk Council. This recommendation we desire to emphasize. 
Milk producers and the milk trade have a vital interest in the fixing 
of grades, and are entitled both to consultation when changes are 
proposed and to the right of making representations to the appro- 
priate authority should they find cause to do so. 


122. Power to Fix Contract Terms for the Sale of Milk.—The 
power next needing consideration is that of fixing contract terms and 
prices for the sale of milk. Thisis, of course, of cardinal importance to 
the producer ; no marketing scheme which failed to strengthen and 
secure his position in this respect would serve its primary purpose 
or deserve his confidence. We have insisted so strongly on this that 
we need not repeat the argument here. But the machinery by which 
prices are fixed is of equal concern to distributors, manufacturers 
and consumers ; and the producer would, in our opinion, derive but 
small advantage from any scheme which failed to secure their co- 
operation and goodwill. We have, therefore, to consider the subject 
from all these points of view. 

We will deal firstly with the position of the Central Dairymen’s 
Board. The distributing and manufacturing sections of the industry 
are responsible for a very considerable investment of private capital ; 
they have brought much enterprise, research and skill in manage- 
ment to the distribution and utilization of milk, and, in so far as 
their businesses are conducted with efficiency and enterprise, they 
are entitled to safeguards proportionate to the services they render 
and to the large interests they represent. Our recommendation that 
a Central Dairymen’s Board should be established on a footing 
similar to that of the Central Producers’ Board is a recognition of 
this. It would not, however, be enough, as we conceive it, to bring 
the producing, distributing and manufacturing sections of the 
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industry into a statutory joint council under impartial guidance and 
chairmanship. In order to make that Council an effective organ of 
co-operation, it is also necessary to establish on it a fair balance of 

wer between the different interests. For this reason we consider 
that the Central Dairymen’s Board should have a voice equal to that 
_ of the Central Producers’ Board in all matters affecting price. 

To complete the balance, we have also to take into account the 
interests of the general public. A marketing organization of this 
scope must command the consumer’s confidence if it is to serve the 
industry and the nation well. We have no doubt that both the Cen- 
tral Boards will, in the nature of things, take the consumer’s position 
into careful account; but we are sure that they will be greatly 
assisted in keeping his goodwill if it is known that the Appointed 
Members have the final voice in the negotiations by which prices are 
fixed. 

The bearing of these considerations upon the allocation of powers 
at the headquarters of the milk industry will be self-evident. They 
have convinced us that the power of fixing prices should reside in the 
Joint Milk Council, where the Central Producers’ Board and the 
Central Dairymen’s Board will present their respective proposals for 
discussion, and where either can achieve a majority decision by 
winning the three Appointed Members over to its view of the case. 
The normal procedure which we contemplate will be for the Central 
Producers’ Board, after consultation with its Regional Committees, 
to set out before the Joint Milk Council the contract terms which it 
desires to fix for the different regions. The Central Dairymen’s 
Board, advised where necessary by its own Regional Committees, 
will also submit its proposals or such modifications of the producers’ 
proposals as it considers just. An initiative will also lie with the 
Chairman and his two appointed colleagues, who will produce their 
own independent proposals if their study of the industry’s interest 
and that of the public has led them to such. The duty of the 
Appointed Members will be to secure early and careful consideration 
of any and all such proposals well before the contracts for the coming 
year would need to be fixed. They will endeavour to reconcile 
differences and to secure agreed conclusions. Any decision by a 
majority of the Council which includes them will be put into effect ; 
but it will not be possible for a majority of the Council to enforce 
proposals which the Appointed Members do not approve. 

In considering questions of price, the Appointed Members of the 
Council will require and should be able to obtain information as to 
the costs and profits of producers, distributors and manufacturers. 
We recommend, therefore, that they should be empowered by statute 
to call for such information and accounts from any section. of the 
industry as they may require, but that all such information should 
be furnished under a strict seal of confidence so far as the operations 
of any individual or firm or organization are concerned. Whatever 
statements of a general character are prepared from this information 
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for the guidance of the Council as a whole, it is essential that particu- 
lars relating to individual businesses should be kept strictly confi- 
dential to the Appointed Members and their staff. We refer again 
to this matter in para. 125. 


123. Provision to Meet a Deadlock.—One of the defects of the 
existing system of price negotiation is that agreements and decisions 
are invariably delayed to the last possible minute, with the result 
that the farming community is kept in protracted and unnecessary 
douot. We have, therefore, to consider what provision should be 
made to minimize such delay, which is detrimental to the producers’ 
interests, and to secure the final settlement of contract terms if a 
deadlock came about, the Appointed Members being unable to ap- 
prove the proposals of either Board or of a majority formed from the 
two, and also unable to secure a majority for their own views. In 
as much as the Joint Milk Council will represent both the parties 
directly engaged in the industry and also the public interest, we 
consider that the power of ultimate decision should be entrusted to 
the Chairman of the Council and his two appointed colleagues. We 
have no doubt whatever that they may be relied upon to serve all 
sections of the industry with equal understanding and judgment. 


124. The Levy for the Guaranteed Quality Premium and the 
Expenses of the Joint Milk Council.—We have already made recom- 
mendations for the payment of a guaranteed premium for milk 
produced by Accredited Producers. The steady improvement in 
standards of milk production appears to us to be of importance to 
all sections of the industry. For this reason, we consider that all 
sections should contribute to the fund out of which the premium is 
to be paid, and that all sections should have a proportionate voice in 
determining the scale and character of the joint levy and its appli- 
cation. : 

We therefore recommend that the rate of the guaranteed 
premium to be paid to individual producers should be fixed by 
the Joint Milk Council and that the Joint Milk Council should 
also decide on the rate of the jomt levy. This levy should 
be paid on all milk bought and sold and should be borne as 
to one moiety by producers and as to the other moiety by buyers. 
The levy on the latter could be collected most conveniently with the 
payments to the Central Producers’ Board for milk purchased. 
Producer-retailers should contribute to this fund, both as producers 
and as distributors. The proceeds of the joint levy, after deduction 
of the agreed expenses of the Joint Milk Council, should be distri- 
buted by the Central Producers’ Board to Accredited Producers. 
The Central Producers’ Board should be required to submit state- 
ments to the Joint Milk Council showing the incidence and applica- 
tion of the levy, in order that such information may be available for 
consideration together with other data when the Joint Milk Council 
is engaged in the process of fixing contract prices for milk. 
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Kstimates of the administrative expenditure to be incurred by 
the Joint Milk Council and of the sums to be devoted to education, 
research and other matters of common interest in accordance with 
the general policy of the Council, should be prepared annually by 
the Appointed Members for the approval of the Council. 


125. The Levy for Inter-Regional Compensation.—We now have 
to deal with the raising and application of the fund to provide com- 
pensation to regions where the proportion of milk consigned to 
manufacture is high. The purpose of this levy is to make possible 
an equitable adjustment of pool prices as between regions with a 
high and low proportion of sales to the liquid market. The market- 
‘Ing system is devised to protect the producer who supplies this 
market from the under-cutting of prices by supplies from cheaply 
producing areas. It is therefore on all producers selling to the liquid 
market who benefit by this security that the burden of the levy 
should fall. We accordingly propose that this fund be raised from 
producers for the liquid market by the Central Producers’ Board and 
administered by that Board. We consider, however, that before 
any decision as to the rate of the levy is made, the Central Producers’ 
Board should consult the Joint Milk Council in order that it may 
have the benefit of the comments of the dairymen’s section of the 
industry and of the three Appointed Members. 

It is of prime importance that the Joint Milk Council should be in 
possession of all important facts concerning the different sections or 
branches of the industry, especially at the time when decisions have 
to be taken on the subject of the contract prices. Clearly, the 
Joint Milk Council, as a whole, should not be entitled to information 
as to the profits, etc., of individual producers, distributors or manu- 
facturers; but this information will be available to the three 
Appointed Members, whose staff will examine it in order that reports 
dealing with the situation in general terms and quoting figures (in 
totals or as averages) may be prepared and submitted to the Joint 
Milk Council by the three Appointed Members. In brief, we think 
that, when price negotiations take place, the principle of “ all cards 
on the table ”’ should be strongly upheld. In further pursuance of 
this principle, we think that the Joint Milk Council should have 
before it full information of the structure and the results of the pro- 
ducers’ pools for the various districts for the last completed financial 
period in respect of which the results are available. It should also 
have knowledge of any changes to be made in the structure of such 
pools for the subsequent financial period and of the nature of the 
changes proposed. We therefore make the following recommenda- 
tions :— 

(a) That the Central Producers’ Board, betore coming to a 
decision as to the rate of the levy for inter-regional compensa- 
tion, should consult the Joint Milk Council. 

(b) That before the meetings of the Joint Milk Council at 
which the fixing of the contract prices for the ensuing year take 
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place, the Central Producers’ Board should submit for the 
information of the Joint Milk Council—(i) a statement showing 
the financial effect of the inter-regional compensation levy 
currently in force, as regards each region separately ; (ii) a 
statement of any changes to be made in the basis of the levy, 
both as regards its scale and its distribution, for the new finan- 
cial period ; and an estimate of, or comments on, the anticipated 
effect of such changes. The basis decided upon by the Central 
Producers’ Board for the new financial period, and so notified 
to the Joint Milk Council, should not be departed from during | 
the same accounting period without prior notice to the Joint 


Milk Council. 


By the procedure we suggest, the following advantages will be 
obtained :— 


(a) There will be a free exchange of views in the Joint Milk 
Council on the subject of the proposed scale of the inter-regional 
compensation levy and the basis of its distribution before either 
is finally settled by the Producers’ Board. 

(b) To whatever extent it may be material in the determina- 
tion of the contract prices by the Joint Milk Council, full 
information as to the levy and its distribution will be available. 


PoweER TO ENGAGE In DISTRIBUTION, TRANSPORT AND 
MANUFACTURE. 


126. Finally, we come to the very important question of what 
may broadly be termed “ trading powers.” 


As already mentioned, the Agricultural Marketing Act contem- 
plates that under a marketing scheme very wide trading powers can 
be given to a Producers’ Board. Certain powers of this character 
are clearly necessary in view of the fact that the Central Producers’ 
Board will be responsible for the disposal of milk in respect of which 
individual producers are unable to obtain contracts. In the 
exercise of such powers, however, the Board could conceivably 
embark on far-reaching and costly schemes of distribution and 
manufacture, to the detriment, it might be, of existing distributors 
and manufacturers who had built up their organizations by the 
exercise of much skill and the expenditure of considerable capital. 
It is true that, under the Agricultural Marketing Act,a safeguard is 
provided in the form of the Committee of Investigation to which any 
party who considers himself prejudiced by the operation of the 
scheme can appeal; and that, on the report of that Committee to 
the Minister, far-reaching consequences may follow. It may also be 
true that the Central Producers’ Board would be unlikely to venture 
producers’ money in competition with existing distributing and 
manufacturing interests unless there was the probability of an ex- 
ceptionally high rate of profit being earned (a contingency which 
would be unlikely in view of the future fixing of prices by the Joint 
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Milk Council) or unless the facilities available for distribution or 
manufacture were clearly inadequate. 

At the same time, considerable apprehension might not 
unreasonably be felt by existing distributing and manufacturing 
interests that, in spite of these safeguards, the powers thus placed 


_ by statute in the hands of the Central Producers’ Board might be 
abused. 


We therefore recommend :— 


(a) That whatever powers of engaging in distribution, 
transport, manufacture or experimental research are conferred 
on the Central Producers’ Board under the scheme should also 
be conferred on the Central Dairymen’s Board. Each Board 
would therefore be at liberty to embark on these activities with 
fands raised by a levy from its own constituents. 

(b) That the two Boards should submit to the Joint Milk 
Council, for general discussion and interchange of views, par- 
ticulars of their policy and detailed proposals in regard to these 
matters. 

(c) That no expenditure of a capital nature by either 
Board in excess of £20,000 in any single complete installation or 
unit of equipment, or in excess of £200,000 in any year, should 
be made without that Board first obtaining the approval of the 
Joint Milk Council. 


CHAPTER XV.—DEVELOPMENT OF MANUFACTURE AND 
RECOMMENDATIONS REGARDING DUTIES ON IMPORTED 
MILK PRODUCTS. 


127. Prospects before the Manufacturer.—We have indicated 
previously in this Report that the development of the manufacture 
of milk products on a more systematic basis should be one of the 
features of any scheme of reorganization. It has been our aim in 
formulating a price policy to make proposals which will not only 
secure stability within the liquid-milk market, but will, at the same 
time, lay the foundations for the extension of manufacture in this 
country. 

We are confident that, other things being equal, a scheme of 
the nature we have propounded will create conditions much more 
propitious than those which have existed in the past for the satis- 
factory development of the manufacture of milk products.. The 
system of regional pooling, combined with the proposals we have 
made for inter-regional compensation, will have the effect of assisting, 
at the expense of the liquid-milk market, producers whose supplies 
are principally diverted to manufacture. Manufacturers should 
thus be assured of an abundant supply of raw material. The 
operation of the scheme should also eliminate the production of 
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winter surplus in any large quantities and with it the necessity of 
manufacturing a product likely to pay neither the producer of the 
milk nor the manufacturer of the product. On the other hand, it 
should result in plentiful production in the summer months, when 
the cost of producing milk is low and wuen its quality is most suitable 
for manufacture. Mo1eover, our proposal that, in the normal 
way, the distributor should pay the contract price of the area in 
which he sells and not of that in which he buys, should tend to con- 
centrate the production of milk for manufacture in the most suitable 
areas. The circumstances should thus be favourable for the deve- 
lopment of manufacture as a primary industry and not merely 
as an adjunct to the liquid-milk trade. 


128. The Need for Efficient Production and Marketing.—Both 
Dominion and foreign producers of milk have recently suffered 
from low prices for their raw material, but the original cause of the 
increasing disparity between the prices of milk and milk products 
in this country was the increase in efficiency in milk production in 
the produce exporting countries, particularly in New Zealand and 
Denmark. We desire to emphasize that the only permanent basis 
of a sound manufacturing industry is a highly efficient system of 
milk production. In this sphere, producers alone are responsible, 
and no marketing scheme or proposed duties will absolve milk 
producers from the necessity of pursuing efficiency and economy 
in the production of manufacturing milk. 

Under our proposal for payment of manufacturing milk on a 
realization basis, there will be established the closest connexion 
between the value of manufacturing milk and the cost of manu- 
facture and the selling price of the products. Every effort must 
therefore be made to attain the maximum efficiency both in the 
manufacture and marketing of the manufactured products. This 
consideration, though applying generally, is of particular importance 
in the case of those products for which there exists on the part of 
the consumer a preference for the home-produced article but which, 
nevertheless, have returned a low price for the raw material. While 
it is desirable that as much manufacturing milk as possible should 
be diverted to the production of those products in which its realiza- 
tion value is relatively high, there is no likelihood of these channels 
being able to absorb all available supplies of milk. The manu- 
facture of cheese and butter must continue to be important channels 
for the disposal of manufacturing milk in this country, and it is in 
the manufacture and marketing of these products that we suggest 
there is scope for investigation and improvement. 

We have received abundant evidence to the effect that the 
production of factory cheese in this country has suffered through 
the subsidiary position which it has occupied relatively to the 
liquid-milk market. It has been a common practice for milk to be 
held in reserve for dispatch to the liquid market and only diverted 
to cheese production after all hope of such sale had disappeared 
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and the quality of the milk had deteriorated. In so far as the scheme 
we propose will enable cheese manufacturers to obtain regular 
supplies of milk at economic rates, this state of affairs should be 
largely remedied. The quality of factory-made cheese should thus 
_ show an improvement, and this, in itself, should constitute one 
factor tending to raise the value of manufacturing milk so used. 
Given the production of high-quality cheese of a fairly uniform 
standard, the possibilities of improved marketing through the 
adoption of a scheme for grading and marking—it may well be 
under the National Mark—should be explored. The establishment 
of an organization for the collective sale of all graded and marked 
factory-produced cheese might also be considered.* 


Creamery butter production has been less important than 
cheese manufacture as an outlet for milk sold off farms and surplus 
to liquid requirements. It is, however, an outlet with considerable 
scope tor expansion. The possibilities that exist for centralized 
manufacture combined, it may be, with a system of small separating 
depots or of collecting lorries equipped with separating appliances 
require to be fully investigated. Steps in this direction must be 
accompanied by systematic arrangements for the economic utiliza- 
tion of the by-product, whether it be manufactured into condensed 
skimmed milk or skimmed milk-powder or fed to stock. There 
also appears to be an urgent need for some measure of quality- 
control and standardization if home-produced creamery butter is 
ever to command a more prominent place in the home market.t 


We are also of opinion that steps should be taken to regularize 
the trade in cream. At one time, it was a common practice to sell 
cream either as single cream or as double cream, implying a more 
or less understood quality of about 30 per cent. fat in the case of 
the former and 50 to 60 per cent. in the case of the latter. We 
understand that, with the introduction of the homogenizer into the 
cream industry, the terms “single”’ and “‘double”’ are not so 
frequently used, probably for the reason that, by homogenization, 
cream of single quality can be rendered indistinguishable in thick- 
ness from double cream. The result is that the cream industry 
lacks standards and the consumer must be frequently deluded. 
There is great scope for an increase in cream consumption, and it 
is in the interests of all sections of the industry that the consumer 
should have full confidence in the standard of the product offered. 
It has been suggested to us that all cream might well be sold under 
one or other of three grades :—Breakfast Cream, Single Cream and 
Double Cream, with a minimum fat-content of 12, 25 and 50 per 
cent., respectively. We consider that this matter should receive 


* These subjects have been fully reviewed in the Report on the Marketing 
of Dairy Produce, Part I—Cheese, and Part Il—Butter and Cream. Economic 
Series No. 22 and No. 30, 

t Ibid. 
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the early attention of the Joint Milk Council with a view to the 
formulation of cream standards on these or similar lines. 

Co-operative manufacture of butter or cheese by producers has 
not developed to any considerable extent in this country, though 
it is very common in the countries with the biggest export trade 
to the United Kingdom. The Linlithgow Committee, in its Interim 
Report on Milk and Milk Products, made a recommendation for 
the encouragement of co-operative creameries for butter-making™*, 
and we agree that the possibilities might well be examined by the 
Central Producers’ Board. 


129. Ice-Cream Manufacture.—The increased consumption of 
ice-cream in this country has been a feature of recent years and 
deserves the closest attention of the Central Producers’ Board. 
Ice-cream, as sold in this country, is a product in which milk con- 
stituents, particularly butter-fat, may bulk largely ; but much of 
the ice-cream that is sold, while containing some milk, consists 
mainly of cornflour, fat other than milk fat, sugar and gelatine. It 
is a matter for investigation to discover how the demand for this 
product may be made more advantageous to the home dairy industry. 
In certain other countries, minimum standards have been prescribed 
for ice-cream; in the United States, for example, ice-cream is 
required by law to-contain a minimum of 12 per cent. of butter-fat, 
and ice-cream manufacture in that country is estimated to absorb 
4 per cent. of the total quantity of milk produced.t The mere 
prescription of a minimum butter-fat standard in this country would 
of itself be of little benefit to the home dairy industry, for the 
butter-fat requirement could be met by the use of imported butter. 
The subject, however, seems to us to be one on which an agreement 
advantageous to an organized home dairy industry might be reached, 
without undue difficulty, with the Ice Cream Manufacturers’ 
Associations at an early date. | 


130. Import Duties.t—Imports of dairy produce from foreign 
countries are subject to duties imposed under the Import Duties 
Act, 1932, and the Ottawa Agreements Acv, 1932. Heavy duties 
are also levied at present on dairy and other produce from the 
Irish Free State, though the effect of these is to some extent 
neutralized by export subsidies. Imports from the other Dominions 
enter free, and, under the Ottawa Agreements Act, His Majesty’s 
Government in the United Kingdom is precluded for three years 
from imposing duties on dairy produce imported from Dominions 
other than the Irish Free State. 

After the expiration of the three years, the Government will have 
the right either to impose duties on Dominion produce, while 


* Cmd. 1854, para. 161. 

+ Co-operation in Marketing Dairy Products, R. W. Bartlett, p. 69. 

{ A statement showing the scale of duties at present in force is shown in 
Appendix F. 
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maintaining preferential margins, or, in consultation with the 
Dominion Governments, to bring such produce within any system 
for the quantitative regulation of supplies from all sources to the 
United Kingdom market. 


131. Recommendations Regarding Duties.—Under a price 
policy of the type we have recommended, it is a matter of the first 
importance, if the producer’s price is not to be unduly depressed 
or the consumer’s price for liquid milk unduly inflated, that the 
returns from the sale of manufacturing milk should be the maximum 
consistent with the economic and healthy development of manu- 
facture. It is for this reason that we have recommended that the 
price for manufacturing milk should be assessed on a realization 
basis. We recognize clearly, however, that the mere adoption 
of this principle can do little to save a collapse of the value of 
manufacturing milk in this country if world prices of milk products 
continue to fall. Evidence laid before us suggests that the concen- 
tration of milk products upon this market, particularly from the 
Dominions, is in the near future more likely to increase rather than 
diminish in intensity. In these circumstances, it appears to us 
incumbent upon the Government to take whatever steps may be 
regarded as reasonable and practical to tide over the present emer- 
gency. We consider that, in the case of certain primary and 
secondary milk products imported largely from foreign sources, 
a substantial increase in the present rate of duty is justifiable in 
the interests of the home industry ; in the case of other products, 
the common interests of all.suppliers of the United Kingdom 
market may necessitate concerted action to regulate the flow of 
supplies and so prevent the complete collapse of the market. 

We give below our views and recommendations in regard to 
the main milk products separately. 


132. Primary Products.—(a) Butier—Imports of butter from 
foreign sources are now subject to a duty of 15s. per ecwt. and 
imports from the Irish Free State to a duty of 40 per cent. ad 
valorem. ‘There exists in this country at present little or no butter 
industry on the creamery system which could benefit from increased 
butter prices on the home market. The Dominion producer is in a 
much better position than the English manufacturer to expand 
production for the purpose of taking advantage of higher butter 
prices in the English market. A further complication arises from 
the tendency towards the substitution of margarine for butter 
when the price of the latter rises above a certain point—a tendency 
which, in view of the present low purchasing power of large sections 
of the community, must always be borne in mind. While Dominion 
supplies are admitted free, we do not see that the home industry 
has much to gain from a higher rate of duty on foreign supplies, and 
we therefore make no recommendation regarding the duty on foreign 
butter. Present indications point to the fact that, in spite of the 
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depressed level of butter prices, Dominion producers are extending 
their production. Should this process continue, it may become 
necessary to explore the possibility of the regulation of both home 
and imported supplies in the interests of all concerned. The case 
for the regulation of the home butter trade and of butter imports 
would be strengthened should the pig industry develop within the 
next few years to an extent which calls for greatly increased supplies 
of skimmed milk. 


(6) Cheese.—Of the cheese imported into this country, some 
87 per cent. comes from Dominion sources and, under the Ottawa 
Agreements Act, enjoys the right of free entry to the market of the 
United Kingdom for the next three years. Supplies of cheese from 
foreign sources are at present subject to a duty of 15 per cent. 
ad valorem. These foreign supplies consist mainly of varieties not 
manufactured in this country, many being of the luxury type 
which would continue to be imported though the duty were doubled. 
Thus, though an increase in the duty on foreign cheese might benefit 
to some extent the National Exchequer, it would yield little 
advantage to the home cheese industry. We therefore make no 
recommendation for a higher duty on foreign cheese. At the same 
time, we cannot view without apprehension the possibility of low 
butter prices leading to a greater concentration on cheese production 
in the Dominions, and, should this happen, the collapse of cheese 
prices might be even more drastic than that which has taken place © 
in Dominion butter prices. In our opinion, the situation requires 
to be closely watched in the near future, and the possibility may 
arise that emergency action by agreement with, and in the interests 
of, the exporting Dominions may have to be considered. 

_ (c) Cream.—Because of its perishable nature, fresh cream 
occupies, though to a less extent than liquid milk, a sheltered 
position in the markets of this country. Hence, it is a commodity 
which yields a high return per gallon of milk used as raw material ; 
in some cases that have come to our notice the realization value of 
milk converted into cream has, in fact, been higher than that of 
milk sold for liquid consumption. We are anxious that the produc- 
tion of cream should expand in this country, and we consider that 
the process may be assisted by the imposition of a higher rate of 
duty on the imported product. The cream imported into this 
country is of two types—fresh cream in bulk and sterilized cream in 
tins. The former is, for the most part, of 50 per cent. butter-fat 
content and is imported practically exclusively from the Irish Free 
State ; supplies from this source are now subject to a 40 per cent. 
ad valorem duty. The latter is generally of 25 per cent. butter-fat 
content or less, and is imported mainly from foreign countries, 
though the packing of this type of cream is also being developed in 
the Irish Free State. Foreign supplies of tinned cream are subject 
only to the general 10 per cent. duty imposed under the Import 
Duties Act but, as in the case of fresh cream, Irish supplies are sub- 
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ject to a 40 per cent. ad valorem duty. The canning of 25 per cent. 
cream has recently been commenced in this country, and we have 
been informed that this industry would expand rapidly under an 
adequately protective tariff. We have been assured that the whole 
of the demand for both types of cream could easily be met by home 
supplies, and we consider that, in so far as protection is to be afforded 
to the home dairy industry, cream is the product which should 
claim first attention. In our opinion, a much higher duty than the 
present might be imposed on all supplies of fresh and sterilized 
cream, and it might even be considered whether the duty should 
not be prohibitive. Though imports were virtually excluded, we 
see no reason why the present home demand should not only be met, 
but met at prices no higher than those now prevailing. The 
imposition of an increased duty should not absolve the industry 
from taking the measures to stimulate consumption which we have 
recommended in paragraph 31. 


(d) Condensed Whole Milk and Whole Milk Powder.—The 
manufacture of condensed whole milk is already well developed in 
this country. We have received evidence to the effect that 
facilities exist for greatly increasing the present output and that 
expansion is impeded only by the low price of competing imported 
supplies received mainly from foreign sources. Under the Ottawa 
Agreements Act, imports from foreign sources are now subject to 
a duty of 5s. per cwt. in the case of sweetened supplies (this is in 
addition to the sugar duty) and 6s. per cwt. in the case of un- 
sweetened supplies. We understand that the country’s total 
requirements of this product could easily be met by the home 
industry. As all the solid milk constituents are retained, the 
expansion of production is not complicated, as in the case of butter, 
cheese and cream, by the necessity of securing an economical means 
of disposal of the by-product. We therefore recommend that 
import duties in the case of condensed whole milk might with 
advantage be largely increased. Similar considerations apply 
in the case of whole milk powder. Should it be found that the 
advantage accruing from these higher duties assists Dominion 
producers disproportionately by comparison with home producers, 
the case should be reviewed on the expiry of the period during which 
Dominion supplies are admitted free. 


133. Secondary Products.—Only in the case of the last of 
the above primary products—viz. condensed whole milk and whole 
milk powder—are all the solid milk constituents retained in the 
final product. In the case of cream and butter, a large proportion 
of the solid milk constituents (nearly all the casein, sugar, albumen 
and mineral salts) is left in the separated milk. In the case of cheese, 
the fat and the casein are retained, but the sugar, albumen and 
mineral salts remain in the whey. The pressure on the market of 
condensed skimmed milk, dried milk powder, raw casein and lactose 
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is so great that the prices obtainable little more than cover the costs 
of manufacture. 

The home dairy industry will be to some extent handicapped in 
its development if the ports remain open to by-products at the 
present low rates of duty. It seems to us, however, that the hoped- 
for development of the pig industry in this country is likely to 
provide a more remunerative outlet for the by-products of the butter 
and cream industry than is likely through powdering or condensing. 
As a result of experiments carried out at the Harper Adams 
College Pig-feeding Experimental Station between July 17, 1928, 
and January 29, 1929, the value of separated milk fed to pigs was 
assessed at 5°09d. per gallon. It has also been computed that, at the 
values prevailing in 1931 for cereal meals (7s. per cwt.) and for 
baconers (10s. per score dead weight), separated milk in the ration 
was worth 2°82d. per gallon.* We understand that these figures, 
though they may appear high, have never been seriously contested. 
Without a very high rate of duty on imported skimmed-milk 
products, it seems to us doubtful whether such realization values 
could be secured from powdering or condensing. 


(a) Skimmed Milk Powder.—There has been a remarkable 
growth in the imports of milk powder, not sweetened, during the 
past ten years, and the proportion received from foreign sources 
has increased. This product is manufactured from skimmed milk 
and, apart from New Zealand, Holland is the main source of supply. — 
Imports from foreign sources are now subject to a duty of 6s. per 
cwt. imposed under the Ottawa Agreements Act. Milk-powder 
is used largely as a raw material in the making of cream substitutes 
in the confectionery and ice-cream trade, and any rise in its price 
might have the very desirable effect of diverting part of the demand 
from cream substitutes to fresh cream. We therefore recommend 
that the present duty on foreign supplies should be substantially 
increased. 


(b) Condensed Sweetened Skimmed Milk.—The imports of 
this product have increased at an amazing rate in recent years 
and have provoked much comment and criticism among milk 
producers in this country. Supplies come almost entirely from 
foreign sources. No action was taken in respect of this commodity 
at the Ottawa Conference, and foreign imports are now subject to a 
duty of 10 per cent. ad valorem, or the existing sugar duty, whichever 
is the higher.t 

Condensed skimmed milk is a by-product of the manufacture of 
butter and cream, and it would take a much larger output of these 
products than we regard as probable in this country in the imme- 


* Journal of the Royal Agricultural Society of England, Vol. 92, 1931, 
pp. 30-31. 

+ At the prices ruling since the Import Duties Act came into operation, 
10 per cent. ad valorem has not exceeded the sugar duty. 
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diate future to yield sufficient separated milk to replace the present 
volume of imports. At the same time, the present consumption of 
condensed skimmed milk cannot fail to exercise a prejudicial 
influence on the consumption of fresh milk. The present price is 
extremely low, and the duty required to stimulate production of the 
product in this country would require to be heavy. 

In the present period of depression, we feel great difficulty in 
recommending such a duty as might be considered reasonable from 
the point of view of the expansion of home production. At the 
same time, we consider that, as economic conditions improve and 
as the manufacture of cream develops, consideration should be 
given to the desirability of measures for the encouragement of 
home-produced supplies. 


(c) Lactose.—The main constituent of whey is the sugar of milk, 
or lactose, the extraction of which is a costly process owing to 
the dehydration of 94 per cent. of the liquid. Lactose has 
a few special uses, one of which is in the preparation of infant foods, 
but the potential output from the cheese-making industry of the 
world far exceeds any possible demand. Facilities for the extraction 
of lactose exist in association with the home cheese-making industry 
and they are sufficient to supply the country’s entire requirements. 
The manufacture of cheese would be assisted indirectly if the 
utilization of the by-product were made profitable, and we accord- 
ingly recommend that imports of lactose should be severely dis- 
couraged. 


134. General.—One of the difficulties that arises in connexion 
with duties on milk products is that of the possibility of substitu- 
tion. Any scheme to be effective requires to be comprehensive 
and interlocking, otherwise a duty on the whole milk product may 
simply lead to the increased substitution of the skimmed milk 
product. We have had this consideration duly in mind, and, if 
we appear to have been more definite in our recommendations for 
whole milk products, we have at the same time recognized the 
possibility of duties on these products being partly neutralized if 
those on skimmed milk products are not of similar incidence. It 
is only the present depressed conditions of large sections of the 
community which have prompted us to confine our main recommen- 
dations to the primary products, and though we recognize that 
demand may be to some extent deflected to the secondary products, 
we consider, nevertheless, that the duties we recommend should 
confer an advantage on the industry. 

In making the above recommendations for increases in the duties 
on imports of certain milk products, we wish to make it clear that, 
in our view, the continuance of such duties as may be imposed 
should be contingent, firstly, upon the adoption by the milkindustry 
of the scheme of reorganization which we have drawn up, and, 
secondly, upon the negotiation of satisfactory arrangements between 
the producers’ and manufacturers’ organizations for the payment 
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for manufacturing milk on a realization basis as recommended in 
Chapter XIII. Further, we have been concerned to suggest 
increased duties only on products which appear to offer favourable 
opportunities for the expansion of manufacture in this country, 
and we recommend that, if such duties are imposed, they should 
in due course be reviewed and either reduced or removed if it is 
found that the expansion of the home manufacturing industry has 
not been such as might reasonably have been expected. 


CHAPTER XVI.—CO-OPERATION WITH SCOTLAND AND 
NORTHERN IRELAND. 


By our terms of reference, we are required to investigate the 
extent to which the operation of our scheme may be facilitated 
by co-operation between the Board administering it and any 
corresponding body in Scotland or Northern Ireland. 


135. The Position of Scottish Producers in the English Market.— 
We understand that there is a regular and not inconsiderable 
flow of milk across the border from the west and south-west 
of Scotland to the north of England, where it forms part of the 
normal supply of the liquid market in the large industrial areas. 
This trade has become firmly established and has created interests 
which, in fairness, must be duly recognized by the bodies administer- 
ing schemes for reorganizing the milk markets of England and 
Scotland. The influence of the Scottish producer, however, extends 
much further. A certain amount of Scottish milk reaches as far 
south as London, though this traffic is not very great save in times 
of emergency. In normal times, the cross-border trade outside the 
regular connexion between west and south-west Scotland and the 
industrial north is very largely confined to the accommodation 
market and the bulk supplies consigned under contract or otherwise 
to manufacturers. 


136. The Case of Northern Ireland.—Northern Ireland is not, 
in the normal way, an exporter of liquid milk, but its position 
is such that, if circumstances were favourable, a substantial trade 
in milk between Northern Ireland and our north-western industrial 
area could no doubt be organized without great difficulty. 

The position, therefore, is that, in their own liquid market, 
English milk producers are subject to actual or potential competition 
from producers in the two other units within the United Kingdom 
customs union. They have also to face potential competition from 
the Irish Free State and the Continent, but that is a different 
problem. Imports from these sources can, and if necessary should, 
be restricted by means of a protective duty. 


137, The Organization of Milk Marketing in Scotland.—The 
Agricultural Marketing Act does not apply to Northern Ireland 
but it is applicable in Scotland, and we think there would have been 
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substantial advantages to be gained had it been possible to arrange 
for the preparation of one scheme for the whole of Great Britain. 
However, circumstances were against the adoption of that course 
because, at the time of the constitution of the Commission, there 
was already a movement afoot in Scotland to organize milk producers 

under the Act. The Scottish Agricultural Organisation Society, 
in consultation with a number of producers’ organizations, was 
promoting a scheme for regulating the marketing of milk produced 
in the area south of the Grampians. This scheme was formally 
submitted to the Secretary of State in June last, and a public 
inquiry has been held into the objections to the scheme. 

It is a natural assumption that the draft Scottish scheme, subject 
perhaps to amendments, will in due course receive approval and come 
into operation. In any other eventuality, we are of the opinion that 
there should be a milk marketing scheme covering Great Britain 
as a whole. A regulated English market cannot possibly be left 
open to exploitation by unorganized producers across the border. 
We think that the scheme we have recommended could, if the need 
arose, be adapted without difficulty to cover the wider area. 


138. Organization in Northern Ireland.—The position in 
Northern Ireland is somewhat different. There is, at present, 
no machinery for the organization of producers of agricultural 
products on a statutory basis, but we understand that it is the 
intention of the Government of Northern Ireland to take the neces- 
sary steps to promote legislation for the establishment of commodity 
marketing boards that may be necessary to supplement the activities 
of similar organizations in Great Britain. We have, in fact, been 
privileged to see a preliminary draft of the Northern Irish scheme for 
milk, which we observe with some satisfaction follows very closely in 
its constitutional structure the proposals which we have put forward 
earlier in this Report. We may assume, then, that with the con- 
stitution of a milk marketing board in England, a similar body will 
be brought into being in Northern Ireland. 


139. The Need for Co-operation.—A scheme under the Agri- 
cultural Marketing Act can regulate the marketing of a product 
only in so far as it is produced within the scheme area. A Board 
administering a milk scheme operative in England and Wales, 
therefore, can have no jurisdiction whatever over the marketing 
of milk imported from Scotland, Northern Ireland, or any other 
country. This fact has an important bearing on any scheme which 
sets out to control prices in England and Wales. The success of 
such a scheme would be seriously jeopardized if the market were 
open to exploitation by producers outside the area of regulation, 
and it is clear, therefore, that close and effective co-operation 
between milk marketing organizations in the component parts of the 
customs union must be secured. It will not be the intention of 
that co-operation to restrict in any way the volume of the normal 
trade from one country to another ; its purpose will be to ensure 
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that, when milk crosses a border, its sale does not prejudice in any 
way the operation of the marketing scheme in force in the selling 
area. 

The position that may arise under our scheme is best illustrated 
by reference to transactions that might take place between producers 
in the south-west of Scotland, acting independently or through the 
medium of a Scottish Board, and distributors in the Newcastle 
area. If the price at which the Scottish producers, individually 
or collectively, are at liberty to sell is materially lower than the 
contract price in the distributors’ region, there will be a definite 
incentive to distributors to secure as much as possible of their milk 
from across the border. ‘To them the difference between the regional 
contract price and the price to the Scottish producers represents an 
equivalent addition to their proper margin. To English producers, 
every additional gallon of milk bought from Scotland represents 
a loss of the difference between the regional contract price and the 
price realized for the milk when sold for manufacture. For the 
proper working of the English scheme, it is essential that there 
should be close understanding between the English and Scottish 
Marketing Boards, whereby, in the circumstances mentioned 
above, the terms of sale would prevent distributors from deriving 
an unfair advantage from the transactions, whether they are of a 
regular or of an accommodation character. 

Precisely the same considerations would apply in the case of 
transactions between producers in Northern Ireland and distributors 
in this country ; and although, in the ordinary way, there is no 
export of liquid milk from England to Scotland or Northern Ireland, 
the development of such a trade in an emergency and the sale of 
the milk on terms detrimental to the marketing scheme operating 
in the selling area, is a possibility which, though perhaps remote, 
must not be overlooked . 


140. Voluntary Agreement between Boards.—Iin our Sion 
the Milk Marketing Boards in England and Wales, Scotland 
and Northern Ireland will recognize that, in their own interests, 
they must establish machinery for regular consultation on matters 
of mutual concern, and must arrive at satisfactory agreements — 
regarding supplies passing from the area of one scheme to that of 
another. The matter is one of such importance, however, that we 
think producers in England and Wales would be well advised, before 
submitting a marketing scheme to the Minister, to consult the 
appropriate authorities in Scotland and Northern Ireland, with a 
view to obtaining assurances that Boards established in those 
countries will be prepared to co-operate with the English Board 
and prevent the under-cutting of the English market. 

Apart from questions regarding the terms of individual sales. 
across the borders, and the broader subject of trends in the volume 
of the liquid-milk trade between one country and another, there 
will be matters of general policy on which the marketing boards. 
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will find it desirable, if not essential, to consult each other, and 
which would justify the holding of periodical joint meetings. 
We assume that permanent liaison officers would be appointed 
as a matter of course. The details of the machinery for 
securing the necessary co-operation, however, can be left to 
the Boards to decide in due course. 


CHAPTER XVII.—SUMMARY OF MAIN CONCLUSIONS AND 
RECOMMENDATIONS. uw 


141. General.—The main objects of the reorganization of Noman 


milk marketing are :— 


(a) the strengthening of the position of producers, by 
enabling them to negotiate as a solid body with one voice 
and with adequate information, and by ensuring that 
negotiated agreements are universally observed ; 

(6) the prevention of under-cutting of the liquid market, 
and the provision of satisfactory arrangements for the sale 
of milk for manufacture ; 

(c) the improvement of the quality of the milk supply ; 

(d) the stimulation of the demand for milk for liquid 
consumption ; 

(e) the recognition of the service rendered by pro- 
ducers who cater primarily for the liquid-milk market ; 

(f) the development of the manufacture of milk pro- 
ducts ; and 

(g) the co-ordination of the efforts of all concerned— 
producers, distributors and manufacturers—to secure 
prosperity for the whole milk industry of the country, but 
with adequate safeguards for the interests of the consuming 
public (para. 58). 


142. Organization and Powers. Rhé following bodies should 
be established :— _ 
(a) a Central Producers’ Board with regional organiza- 
tion (para. 60) ; 
(6) a Central Dairymen’s and Manufacturers’ Board 
with regional organization (para. 70); and 
(c) a Joint Milk Council (para. 71). 


The Central Producers’ Board will be constituted under the 
Agricultural Marketing Act but the establishment of the other 
two bodies will require fresh legislation (para. 147). 

The organization of producers should be built on the basis Organization of 
of a National, or Central, Board with Regional Committees 
(para. 60). 
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a The Central Producers’ Board should consist of— 
(i) twelve ‘‘ regional ’? members elected by registered 
producers in the several regions (para. 63) ; and 
(ii) five “ special’? members elected by registered 
producers as a whole (para. 64). 


@) Regional Ineach region there should be a regional committee, elected 
by the registered producers in the region, to which reference 
should be made in all matters of local concern (paras. 60 and 
62). Regional members of the Central Board should be ex 
officio members of the committees of their respective regions 
(para. 63). 


Praanization o ‘The statutory organization of dairymen and manufacturers 
Manufacturers. jg necessary in order to balance the similar organization of 


producers (para. 67). 


oe oat The Central Dairymen’s and Manufacturers’ Board should 
be equal in numerical strength to the Central Producers’ Board. 
Subject to such amendment as may be necessary from time to 
time to maintain a fair balance of interests, eleven representa- 
tives should be allotted to wholesale and retail distributors’ 
organizations, three to the Industrial Co-operative Movement 
and three to manufacturers of milk products, including any 
milk product marketing boards that may be established by 
manufacturers under the Agricultural Marketing Act (para. 70). 


dee eee The Central Dairymen’s Board should be left to make their 
own arrangements for the establishment of regional committees, 
but, if this voluntary system proves inadequate, they should be 
given statutory power to set up such committees (para. 70). 


Joint Organiza- = A Joint Milk Council is necessary in order to give a statutory 
ochiag basis to the relations of the Central Producers’ and Dairymen’s 
Boards and to provide for their co-operation in matters of 
common concern under impartial guidance and chairmanship 


(para. 71). . 

The Council should consist of the members of the two 
Central Boards, together with three additional Appointed 
Members, one of whom should be Chairman (para. 71). In 
order that they may be independent of interested pressure, the 
Chairman and his two colleagues should be appointed by a. 
Board of Trustees consisting of— 


(i) the Speaker of the House of Commons ; 

(ii) one member nominated by the Minister of Agricul- 
ture and Fisheries after consultation with the President of 
the National Farmers’ Union ; and 


(iii) one member nominated by the President of the 
Board of Trade after consultation with the President of the 
Federation of British Industries (para. 72). 
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The Central Producers’ Board should have the following Powers of 
powers in addition to those which must be pele in every duces’ Board. 


scheme under the Agricultural Marketing Act : 


(a) to buy and sell milk (para. 119) ; 


(6) to exercise functions incidental to the ownership 
of milk—e.g., transport, manufacture, ete.—(para. 119) 
subject to the approval of the Joint Milk Council in cases 
where capital expenditure exceeding certain limits is 
involved (para. 128) ; 


(c) to trade in agricultural requisites, to co-operate 
with other persons in certain matters, to authorize persons 
to enter and inspect the land and premises of registered 
producers, to require registered producers to furnish re- 
turns, etc., to encourage agricultural co-operation, research 
and education (para. 119) ; 


(d) to fix the amount of the levy for inter-regional com- 
pensation after consultation with the Joint Milk Council, 
and to distribute the proceeds (para. 127) ; and 


(e) to regulate sales of milk by registered producers 
during the transitional period before the full trading 
and pooling scheme is put into operation (para. 119). 


The ownership of all milk, other than that sold by producer- 
retailers, should vest in the Board, in order, firstly, to strengthen 
the position of the producers’ organization vis-a-vis the other 
sections of the industry and, secondly, to enable the Board to 
exercise to the full its power of rationalizing the flow of milk 
supplies and of concentrating surplus supplies in areas where 
manufacture can be carried on most economically. The 
Board should be a party to all contracts and should collect all 
monies payable for milk delivered except in the case of 
producer-retailers ; otherwise, the normal relations between 
buyer and seller need not be interfered with (para. 66). 

The Central Dairymen’s Board should have equal powers Gonteal ete 
with the Central Producers’ Board to engage in distribution, men’s Board.” 
transport, manufacture and experimental research (para. 126). 


The Joint Milk Council should have power— 


(a) to fix prices for the sale of milk both for liquid fowersand. 
consumption and for manufacture (para. 122), the Joint Milk 
Appointed Members having the power of veto and also the 
power of final decision in the event of failure to secure 


agreement (para. 123) ; 

(6) to recommend normal premiums for graded milks 
(para. 99) and to fix the guaranteed quality premium 
(para. 124) ; 
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(c) to determine the rate of the joint levy to meet the 
cost of the guaranteed quality premium and the 
agreed expenses of the Council (para, 124); and 

(zd) to deal with matters of common concern to the 
industry, such as an educational campaign to encourage 
milk consumption, scientific research into methods of 
treating and handling milk, a comprehensive market intel- 
ligence service for milk and milk products, the submission 
of representations to the Import Duties Advisory Com- 
mittee and similar bodies (para. 71) and to the Minister 
of Health (paras. 80 and 121). 


Any proposal by the Central Producers’ or ie ety S 
Boards to embark on trading ventures involving capital ex- 
penditure of more than a specified sum should require the 
approval of the Council (para. 128). 


143. Grading and Quality.—It is essential to the well-being 
of the milk industry that the public in general, and the medical 
profession in particular, should have assurance that the supply 
of ordinary milk is produced under reasonably clean conditions, 
and is as far as possible free from infection (para. 53). The 
encouragement of confidence in the quality of the milk supply 
is one of the best means of stimulating demand (para. 54). 

To these ends, steps should be taken to secure— 


(a) the effective and uniform administration of the 
Milk and Dairies Order (para. 81) ; 

(6) the compulsory routine clinical inspection of all 
dairy cattle (para. 75) ; and 

(c) the institution of a roll-.of Accredited Producers 
(para. 77). 


Administration County and Colts Borough Councils should have 

Dairies Order. POWer to ‘take over the responsibility for the administration 
of the Milk and Dairies Order in those cases where uniform 
and more effective administration is likely in that way to 
be secured (para. 81). 

BE eae The routine clinical examination of all dairy cattle is of as 

tion of dairy much importance from the standpoint of establishing the confi- 

dence of the public as it is an indispensable part of any scheme 
of milk grading (para. 81), and the compulsory routine clinical 
examination of all dairy cows for evidence of tuberculosis should 


therefore be introduced with the least possible delay (para. 75). 


Confidence in 
the milk 


supply. 


Whole-time For the efficient operation of the Milk and Dairies Order 
service ~©=—) and the Tuberculosis Order, a whole-time veterinary service 


is essential. The provision of an adequate veterinary service 
should be encouraged by substantial assistance from State 
funds. The appointment of a whole-time Chief Veterinary 
Inspector by the Council of each County and County Borough 
is the irreducible minimum (para. 81). 
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For the purposes of the marketing scheme, the Centra] BuO | 
Producers’ Board should keep a roll of Accredited Producers Producers. 
who comply with certain conditions regarding their herds, 
buildings, methods of production and handling of milk, and the 
bacterial content of their milk. The milk produced by 

Accredited Producers should carry a guaranteed quality 
premium (para. 77). 

The nomenclature of the present official grades of milk is Grading, 
complicated and confusing (para. 41). 

The official grades should be reduced to one, namely, Susgested 
‘¢ Special °? grade, which would be milk produced under the 
same conditions as the present “‘Grade A  (Tuberculin 
Tested)’ milk. The maximum bacterial count should vary 
according as this grade is described as “ bottled on the farm ”’ 
or ‘‘not bottled on the farm.” “‘ Grade A” should be abol- 
ished after a period of, say, two years (para. 76). 

A minimum standard of cleanliness and bacterial content 5epalty or 
should be prescribed, and a penalty should be imposed on pro- 
ducers whose milk is found to be below that standard (para. 77). 

The grading of milk is a matter of concern to numerous Joint Mik 
interests, and the Minister of Health should exercise his powers consulted on 
on matters connected with grading only after consultation with oe 
the Appointed Members of the Joint Milk Council (para. 80). 

Pasteurization is not, and never can be, a substitute for Pasteurization. 
clean production, and the same care should therefore be exer- 
cised in the production of milk that is to be heat-treated as is 
required to be observed in the production of milk that is to be 
consumed in its raw condition (para. 53). 

Producers will have considerable difficulty in resisting the 
growing movement for compulsory pasteurization unless 
adequate steps are taken to improve the quality of raw milk 
supplies generally (para. 74). 

There should be strict official control also not only of the 
bacterial content of the milk after pasteurization, but also of 
the process itself. Thermostatic control is essential and the 
temperature charts should be available for inspection by the 
local authority (para. 78). Re-pasteurization should be pro- 
hibited (para. 53). 

144. Price Policy.—Under the present organization of the The present “ 
industry, the farmer is not receiving a reasonable price when position. 
regard is had to the price which the consumer pays, and it 
should be possible to improve the farmer’s position without 
raising the price to the consumer. To secure this end, it is 
essential that the system of price regulation to be established 
should give proper weight alike to the producer’s and to the 
consumer’s interest, and that the middleman section should 
obtain a fair, but not more than a fair, return on the important 
services which it renders to both (para. 85). 


Price policy 
recommended. 


Liquid-milk 
prices. 


Manufacturing- 
milk prices. 


Types of 
contract. 


Proceeds of all 
sales. 


Levy for inter- 
regional com- 
pensation. 


Level delivery 
premium. 
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The weakness of the present position from the point of view 
of prices arises largely from the fact that milk sold for liquid 
consumption commands a higher price than that sold for 
manufacture. Price-cutting and confusion have resulted in 
the absence of any scheme in universal operation for securing 
as between producers an equitable distribution of the higher 
returns from the liquid-milk market (para. 85). 

The price policy recommended introduces the pooling 
principle. It is based on a series of regional pools, combined 
with a system of price compensation as between regions 
(para. 91). 

After negotiation, the Joint Milk Council will fix for each 
region the price at which all milk will be sold wholesale to dis- 
tributors for the liquid consumption market. Distributors 
buying milk for liquid sales outside the producing region should 
pay the price of the region where the milk is produced or that 
of the region where the milk is sold, whichever is the higher 
(para. 92). 

The Joint Milk Council will also fix prices for milk consigned 
for manufacture into products. The prices should be based 
upon the realization value of the milk when manufactured, 
taking into account the costs of manufacture and distribution, 
and should have reference to the butter-fat content of the milk 
(para. 118). 

Milk should be sold on contracts of two types—one provid- 
ing for level deliveries for the whole of which the full liquid- 
milk price will be charged, and the other providing for variable 
deliveries for which liquid milk and/or the appropriate manu- 
facturing prices will be charged according to the utilization of 
the milk (para. 93). 

The proceeds of the sale of all milk, including any for which, 
in the absence of a buyer, the Producers’ Board.has to accept 
responsibility, but excluding that sold by producer-retailers, 
will be paid to and administered by the Central Producers’ 
Board (para. 94). | 

All producers’ sales of milk for liquid consumption will be 
subject to a levy for the purpose of providing a measure of 
compensation to producers in regions where the proportion of 
manufacturing milk is high (para. 95). The amount of this 
levy (described in the scheme as the general levy) and the 
method of utilization of the proceeds will be determined by the 
Central Producers’ Board after consultation with the Joint 
Milk Council (para. 125). In order that the levy fund may be 
utilized to the maximum advantage, the levy contributions 
should be accumulated during the winter months and compen~ 
sation should be allocated to the regions only in respect of the 
summer months when manufacture is most economical (para. 96). 

A producer who supplies milk on contract for level deliveries 
should be in a position to secure by negotiation with his buyer 
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a premium for this service above the normal contract price. 

Any such premium should be credited to the individual pro- 

ducer unless he disposes of his surplus through the Board, in 

which case an appropriate amount of the premium should 

be retained by the Board (para. 98). 

The Joint Milk Council will fix a guaranteed quality ¢ epatentcs 
premium for milk produced by Accredited Producers, and p SOS 
this will be payable out of the proceeds of a levy raised by ote. 
Council equally from producers, on the one hand, and distri- 

butors and manufacturers, on the other (paras. 97 and 124). 

The Joint Milk Council will recommend the normal rates of Cao 
premium for graded milks. The premiums actually payable 
by distributors will be negotiated and will be credited to the 
individual producers concerned. Producers of graded milks 
will also receive the guaranteed premium payable to Accredited 
Producers (para. 99). 

Other points of service, which are mainly local in character Oe uae 
or peculiar to certain buyers, will be left to negotiation between” 
the parties (para. 98). 

Producer-retailers cannot, as a matter either of policy or Producer. 
equity, be left outside the scope of the scheme if it is to establish included in 
a fair balance between the sellers of liquid milk and of manu- ee 
facturing milk. The participation of producer-retailers is 
indispensable both to the scheme and to their own interests 
(para. 100). 

A producer will be allowed to retail milk only if the Central eee 
Producers’ Board grants him a licence, one of the conditions of retailers 
which will be the payment by him of the contributions levied 
on him (para. 107). 

Producer-retailers will pay a consolidated levy covering the pers ee 
levy for guaranteed quality premiums and the general levy for cetailers. 
inter-regional compensation, and a further contribution (de- 
scribed in the scheme as the regional levy) equivalent to nine- 
tenths of that which, by the operation of the regional pools, is 
made by other producers selling for the liquid market for the 
purpose of price equalization within the regions. As producers, 
producer-retailers will thus be in a position very similar to 
that of all other producers for the liquid market (para. 100). 

Producer-retailers who retain their surplus milk on the farm Allowances to 
should be entitled to deduct from their contributions to the retailers. 
Board the average level delivery premium for the region, and 
those who are on the roll of Accredited Producers should also 
be allowed the guaranteed quality premium (para. 100). 

The total realizations from the sale of milk will be placed Reston! poo 
in the various regional accounts and, after making the necessary 
adjustments to provide for the payment to individual pro- 
ducers of the premiums to which they are entitled, there will be 
calculated a regional pool price payable to all producers irre- 
spective of how their milk had been used (para. 101). 
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farmers’ co- 
operative 
societies. 


The farm 
manufacturer 
of butter and 
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Co-operation 
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Farmers’ co-operative societies should purchase milk on the 
same terms as other buyers, but the claims of these societies 
might be considered if the Central Producers’ Board wishes to 
appoint manufacturing agents or to acquire conversion facilities 
of its own (para. 111). 

In order to prevent the farm butter and cheese industries. 
from falling into decay, the Central Producers’ Board should 
consider the possibility of assuring the equivalent of the regional 
pool price to the farm manufacturer of butter and cheese of 
certain standards of quality prescribed by any organizations 
of manufacturers that may be established under the Agricul- 
tural Marketing Act (para. 112). 

It will be essential that the Central Producers’ Board should 
work in the closest collaboration with similar organizations 
operating in Scotland and in Northern Ireland. In fact, pro- 
ducers in England and Wales would be well advised before 
submitting a marketing scheme to the Minister to seek as- 
surances that the Boards established in those countries will be 
prepared to co-operate with the English Board to prevent the 
under-cutting of the English market (paras. 139 and 140). 


Imports of liquid milk from beyond the United Kingdom 
customs union should, it necessary, be restricted by means of 
a protective duty (para. 136). 


145. Manufacturing Policy, and Recommendations Regard- 
ing Imports of Milk Products.—Although the terms of the con- 
tracts negotiated by the Permanent Joint Milk Committee may 
have catered admirably for the requirements of the liquid- 
milk distributor, by assuring him that excess supplies need 
only be paid for on the basis of their estimated value for manu- 
facturing purposes, they have made it practically impossible 
for a manufacturer, as such, to accept the agreements (para. 
32). In consequence, manufacturers have been forced to 
secure their supplies on other terms, usually at a flat rate per 
gallon, though often the rate has not been low enough to render 
the manufacture of certain products profitable (para. 52). 


Practical encouragement of the manufacture of milk pro- 
ducts must be included among the main objects of reorganiza- 
tion (para. 56). The proposals put forward should assure to 
manufacturers abundant supplies of milk concentrated as 
regards both time and place in a manner suited to their needs. 
Circumstances should be favourable to the development of 
manufacture as a primary industry and not merely as an 
adjunct to the liquid-milk trade (para. 127). Efficiency in the 
production of manufacturing milk and in the manufacture and 
marketing of products must, however, be pursued if the manu- 
facturing industry is to be placed on a permanent basis (para. 
128). 
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There is scope for investigation and improvement in the Ree a 
manufacture and marketing of butter and cheese. The possi- i panne. 
bilities of the following might be explored :— et naiey aie 

(i) improved marketing of cheese through the adoption 
of a scheme for grading and marking—it may well be under 
the National Mark ; 

(ii) centralized manufacture of butter combined, pos- 
sibly, with a system of small separating depots or of 
collecting lorries equipped with separating appliances ; 
systematic arrangements for the economic utilization of 
the by-product would be necessary ; 

(iii) the co-operative manufacture of butter and cheese ; 
and 

(iv) a measure of quality control and standardization 
of home-produced creamery butter (para. 128). 

In cream, rests one of the greatest possibilities of increasing Development 
milk consumption (para. 31). The expansion of cream con- tion of the 
sumption seems to depend, however, on the reduction of present 
retail cream prices and the development of a trade in cream of 
a low butter-fat content. This latter would probably be 
facilitated by the setting up of butter-fat standards (para. 35). 

The regularization of the trade in cream should receive the 
early attention of the Joint Milk Council with a view to the 
formulation of cream standards (para. 128). 

There is also scope for extending the consumption of milk Standards tor 
and cream through the sale of ice-cream. In the absence of 
any legal requirements as to the constituents of this product, 
milk and cream tend to give place to cheaper substitutes 
(para. 31). The subject of standards for ice-cream is one on 
which an agreement might be reached with the Ice Cream 
Manufacturers’ Associations (para. 129). 

It is suggested that the Government may have to take {jcommenda. 
special steps to tide over the present emergency and prevent a Ports of milk 
collapse of the market for milk products (para. 131). 

While Dominion imports enter free of duty, the home (@) Butter. 

industry has little to gain from an increase in the present duty. 
It may become necessary, however, to explore the possibility 
of the regulation of both home and imported supplies in the 
interests of all concerned. The case for the regulation of the 
home butter trade and of butter imports would be strengthened 
should the pig industry develop within the next few years to 
an extent which calls for greatly increased supplies of skimmed 
milk (para. 132 (a)). 

An increase in the duty on foreign cheese would yield little (&) Cheese. 
or no benefit to the home cheese industry. In view of the 
possibility of greater concentration on cheese production in 
the Dominions, however, the price situation requires to be 
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closely watched in the near future, and the possibility may arise 
that emergency action by agreement with, and in the interests 
of, the exporting Dominions may have to be considered 
(para. 132 (b) ). 

ceptneee A much higher duty than the present might be imposed on 
all supplies of fresh and sterilized cream, and it might even be 
considered whether the duty should not be prohibitive (para. 
132 (c) ). 

(d) Condensed Import duties in the case of condensed whole milk and 


1 
whole milk’ whole milk powder might with advantage be largely increased 


ae (para. 132 (d) ). 

(e) Skimmed The present duty on foreign supplies of skimmed milk 
pow nowder should be substantially increased (para. 133 (a) ). 

(f); Condensed The development of the pig industry will provide an outlet 


skimmed mik. for skimmed milk that is likely to be more remunerative than 


powdering or condensing (para. 133). As economic conditions 
improve, however, and as the manufacture of cream develops, 
consideration should be given to the desirability of measures 
for the encouragement of home-produced supplies of condensed, 
_ sweetened skimmed milk (para. 133 (b) ). 

(g) Lactose. Imports of lactose should be severely discouraged (para. 
133.(c)>). 

Conditions that 1 he continuance of such increased duties as may be imposed 

should govern. should be contingent upon, firstly, the adoption by the industry 

increased duties. of the scheme of reorganization drawn up by the Commission 
and, secondly, upon the negotiation of satisfactory arrange- 
ments between the producers’ and the manufacturers’ organ- 
izations for the payment for manufacturing milk on a realiza- 
tion basis. The duties should be reviewed in due course and 
either reduced or removed if it is found that the expansion of 
the home industry has not been such as might PeasOnEly have 
been expected (para. 134). 


ee 146. Miscellaneous.—The general conclusion reached after 

margins. examining the books and returns of a number of firms is that 
the larger milk distributive businesses have in the last few 
years made profits which can hardly be described as exorbitant 
but are, nevertheless, very satisfactory. A higher price could 
have been paid to the producer while still leaving a reasonable 
rate of profit to the distributive businesses (para. 46). 

Costly distribu. The service rendered to consumers by a large proportion of 

tive Services: distributors is unnecessarily costly because of the special 
demands made by the consumers (para. 47). 

Efect of prow Lhe general effect on the distributive trade of the proposals 

reeibation. made will be to secure improvements in organization and 
economies of effort, which will benefit not only the distributor 
but also the producer and the consumer (para. 49). 

Stimulus to If the demand for milk is to be extended gradually but 


through price, Steadily in future years, the stimulus which would be given to 
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this movement through a lower retail price must constantly be 
borne in mind (para. 30). 

The legal position regarding the sale of milk should be re- pee: of 1537 
viewed as soon as possible with a view to the introduction of mix. 
legislation to put an end to existing anomalies (para. 83). 

The Joint Milk Council should submit to the Minister Report on | 
for presentation to Parliament an annual report on the cae 
operation of the scheme, and, at the end of every three years, 

a special report reviewing the position generally and stating 
what further measures, if any, should be taken to increase 


the efficiency of the industry (para. 149). 


CHAPTER XVIUI.—CONCLUDING OBSERVATIONS. 


We have now completed the exposition of the scheme of 
reorganization that we recommend. Our proposals fall broadly 
into two main groups—namely, (i) those concerned with the structural 
machinery of the marketing organization, and (ii) those concerned 
with the operative arrangements to be adopted. 


147. Structure. The framework of the organization that we 
have recommended is not new in principle or foreign to the existing 
practice of the milk industry. We have endeavoured to keep 
as closely as possible to the provisional organization which the 
industry has already evolved for itself under the pressure of cir- 
cumstances and in the light of experience. Our proposals merely 
give statutory form to the existing Permanent Joint Milk Com- 
mittee and equip it with one additional cementing element, the 
lack of which has been manifestly prejudicial to its efficiency— 
namely, the independent Chairman and his two colleagues. 

The establishment of the Central Dairymen’s and Manufacturers’ 
Board and of the Joint Milk Council will require fresh legislation. 
No amendment of the Agricultural Marketing Act is necessitated 
by the recommendations of the Commission ; but the milk marketing 
scheme will be subject to certain over-riding powers placed in the 
hands of the Joint Milk Council by the separate legislation. 


148, Pooling Arrangements. The pooling arrangements which 
constitute the main feature of the operative section of our scheme 
involve a departure from the practice which has prevailed in this 
country in the past, though they have been common in many milk 
marketing schemes overseas. We believe our pooling scheme to 
be sound in principle and fair to all the interests concerned. Ad- 
justment will no doubt be necessary in many particulars when 
practical experience has been gained in working ; and the Joint 
Milk Council is so constituted under our proposals that the 
experience of all sections will be readily available at the Council 
table. Adjustments may thus be made without undue difficulty 
as the need for them is established. 
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149. Report on Operation of Scheme of Reorganization. The 
allocation of statutory powers to the Joint Milk Council and between 
its three main constituents has been one of the most difficult 
portions of our task, and we have been guided in it by two leading 
considerations—fairness to all sections of the industry itself and 
due regard for the interests of the consumer. Our proposals will 
have far-reaching effects and are calculated, we hope, to remove 
or minimize many of the difficulties and disadvantages incidental 
to the marketing of milk from which the milk industry suffers at 
present. At the same time, our enquiry into the conditions of the 
industry generally, though necessarily limited in scope, has led us 
to the conclusion that the statutory powers under our scheme, 
wide as they are, may yet be quite inadequate to bring to the 
industry that degree of co-operation and co-ordination which is 
necessary if it is to be free from criticism in this respect. We 
have therefore given very careful consideration to the question of 
whether we should not recommend the exercise of still wider powers, 
either by a majority of the Joint Milk Council or, in certain respects, 
by the Appointed Members. 

We have reached the conclusion that it is not desirable that 
such powers should be conferred upon the Joint Milk Council as 
part of our scheme of reorganization. No body of men exists 
to-day which has had the opportunity of living in permanent 
contact with all sections of the industry and of studying their 
respective aspirations and needs. Under our proposals, however 
such a body will be brought into being. This body will have the 
fullest possible opportunity over the next few years of studying 
the many problems of the industry from all angles; it will be 
aware, in due course, of the extent to which the measures which 
we have recommended have brought about co-operation ; it will 
have knowledge, also, of the steps which individuals engaged in 
the industry have taken on their own initiative for the purpose of 
reducing costs, whether of production, distribution or manufacture, 
improving services, eliminating wasteful competition and giving 
greater efficiency to the machinery of transport, distribution and 
utilization. With this knowledge it will be able to form a con- | 
sidered opinion—which we suggest no one is capable of forming 
at the present time—of what further legislative action, if any, is 
necessary in the interests of the industry or in the interests of the 
consumers of milk and milk products. It is conceivable that it 
may come to the conclusion that wider powers, to be exercised 
either by a majority vote of interested parties or by certain inde- 
pendent individuals, are desirable ; and, if it should come to such 
a conclusion, it will also be well fitted to determine whether the 
structure which we have recommended for the exercise of the 
limited powers conferred under our scheme will or will not be 
suitable for the exercise of wider powers of regulation. 

We therefore suggest that the Joint Milk Council should be 
required to submit to the Minister for presentation to Parliament 
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an annual report on the operation of the scheme and, in 
addition, a special report at the end of every three years 
from the inception of the scheme reviewing the position 
generally and stating in particular what further measures, if any, 
should in its opinion be taken by legislation or otherwise to increase 
the efficiency of the industry. If the various sections comprising 
the Joint Milk Council are unable to agree on the terms of these 
special reports, then each section should submit its own report, 
and the Appointed Members should submit a report of their own. 


150. Factors Governing Success of the Scheme.—Finally, we 
feel bound to point out that no scheme, however far-reaching, 
can in present conditions guarantee prosperity to the industry. 
That prosperity must depend very largely upon the prosperity of 
the country generally and on the success of other branches of the 
farming industry in particular. Any steps that may be taken to 
re-establish stock-raising, for example, will also be of advantage to 
milk production. The ability or otherwise of countries overseas 
to place milk products on our market at prices with which home 
producers and manufacturers cannot compete is another con- 
sideration of vital importance, and it has led us to make 
recommendations in Chapter XV. of this Report with a view to 
maintaining at a reasonable level the value of milk utilized in the 
manufacture of products in this country. We would, however, 
strongly urge that the situation should be kept constantly under 
review, and that the Government should, if necessary, take 
emergency steps to prevent any collapse in the prices of milk and 
milk products. 

But though prosperity cannot be guaranteed, we feel sure that 
our proposals are calculated to bring a greater degree of stability 
to the milk industry. They will also enable a closer study to be 
made of the needs and aspirations of the different sections of the 
industry and will facilitate co-ordination. Further, they should 
encourage a greater demand on the part of the public for milk and 
milk products. 

lf the industry accepts our proposals and makes a whole-hearted 
effort to render them effective, it will have taken a big step forward ; 
and, when conditions generally become more normal, it should be 
able to secure for all its branches a greater measure of prosperity 
than in any recent period. Under these proposals, its future will 
be largely in its own hands, and we trust that it will come to deal 
with all its problems more and more as a single and united industry. 
Co-ordination in this spirit seems to us essential to its expansion, 
and we believe that it is far more likely to be secured by the in- 
dustry’s own exertions than by any hard-and-fast system of control 
imposed from without. 


151. Acknowledgments.—In conclusion, we desire to record our 
indebtedness to the Markets Division of the Ministry of Agriculture 
and Fisheries for placing at our disposal the results of much valuable 
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investigation into the problem of milk marketing overseas. The 
information thus furnished has been of considerable assistance and 
interest to us. 

We also wish to acknowledge the assistance we have received 
from producers, distributors, manufacturers and others in submitting 
evidence, both documentary and verbal. We found it necessary 
when dealing with the problem of distribution to make inquiries 
into the margins which had operated during the last few years, 
and a number of firms accorded to us every facility for the examina- 
tion of their books. Their ready co-operation is greatly appreciated. 

We have, finally, to express our appreciation of the assistance 
rendered us by the staff which the Minister of Agriculture has placed 
at our disposal. Mr. J. B. Baber was the Secretary to the Com- 
mission, and Mr. A. R. Manktelow the Assistant Secretary. Mr. 
Baber’s time was mainly taken up by the Reorganisation Com- 
mission for Pigs and Pig Products, to which he was also the Secretary, 
but he rendered most valuable service to us as well. The bulk of 
the secretarial work for the Milk Commission fell to Mr. Manktelow, 
and was most capably and conscientiously discharged. We have 
also received invaluable help from Mr. W. H. Myles, one of the 
Ministry’s Marketing Investigators, whose knowledge and ability, 
together with those of Mr. Manktelow, have greatly impressed us, 
and from Mr, K. H. Bond and Mr. W. J. B. Hopkinson, who were 
also seconded from the Ministry. These officers have spared them- 
selves in no way during the nine months for which the Commission 
has been sitting. It is largely owing to their unremitting industry 
that we have been able to present in comparatively simple form 
the very large amount of statistical and other information concerning 
the milk industry which forms part of our Report. We desire, 
therefore, sincerely to thank the Ministry of Agriculture for having 
put these officers at our disposal and to assure them personally of 
our gratitude for the zeal and thoroughness which they have brought 
to a very exacting task. 

We also wish to acknowledge the ready assistance that has been 
given to us by Mr. H. Crow, of the Scottish Office, and Mr. G. 
Scott Robertson, of the Ministry of Agriculture for Northern 
Ireland, who were appointed as liaison officers between their re- 
spective Departments and the Commission. 


We have the honour to be, 
Sir, 


Your obedient Servants, 

EDWARD GRIGG, Chairman. 

A. W. ASHBY. 

F. N. BLUNDELL. 

A. HK. CUTFORTH. 

P. A. M. NASH. 
J. B. Basur, Secretary. 27th, January, 1933. 
A, R. Manxtetow, Assistant Secretary. 
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APPENDIX A. 


DRAFT SCHEME 
UNDER THE AGRICULTURAL MARKETING ACT, 1931. 
REGULATING THE MARKETING OF MILK. 


PART I.—PRELIMINARY. 


1. This Scheme may be cited as the Milk Marketing Scheme [1933], and 
applies to England. 


2. The Interpretation Act, 1889, applies for the interpretation of this 
Scheme as it applies for the interpretation of an Act of Parliament. 


3. For the purposes of this Scheme there shall be eleven regions called 
respectively the northern region, the north-western region, the eastern 
region, the east-midland region, the west-midland region, the North Wales 
region, the South Wales region, the southern region, the mid-western region, 
the far-western region, and the south-eastern region, and each of those 
regions shall consist of the area which, immediately before the day 
of [1933], is comprised in the counties and county boroughs 
specified in relation thereto in the First Schedule to this Scheme. 


PART II.—THE BOARD AND THE REGIONAL COMMITTEES. 


The Board. 


4. The board to administer this Scheme shall be called the Central Milk 
Producers’ Board, and is hereafter in this Scheme referred to as ‘‘ the Board.”’ 


5. The Board shall be a body corporate, with a common seal and power 
to hold land without licence in mortmain., 


6. Until the [ 1934] the Board shall consist 
of the following persons, that is to say :— 


Two persons nominated by the Minister in accordance with the proviso 
to subsection (1) of section two of the Act. 


7. After the [ 1934] the Board shall consist of 
twelve regional members elected for the several regions by the registered 
producers respectively producing milk therein, and five special members 
elected by the registered producers in general meeting. 


8. There shall be two regional members for the north-western region and 
one regional member for each of the other regions. 


9. An election of a regional member or regional members shall be held 
for each region in [1934]. Four regional members shall be elected in [1935] 
and in every subsequent calendar year. The regions for which regional 
members are to be elected in [1935, 1936 and 1937] respectively shall be 
determined by lot, so however that the two members for the north-western 
region shall be elected in the same calendar year. After the end of [1937] an 
election of a regional member or regional members shall be held for each region 
in the third calendar year after that in which the last such election was held for 
that region. 
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All elections of regional members under this paragraph shall be held in the 
month of on such day as the Board may fix. 

10. A regional member for any region shall, subject to the following 
provisions of this Part of this Scheme, hold office until the end of the day on 
which the next election of a regional member or regional members for that 
region held under the last foregoing paragraph is completed. 


11. An election of special members shall be held in [1934] in the month of 
, and in [1937] and every subsequent calendar year 
on such day in the month of as the Board may fix; but 
after the end of [1936] two special members only shall be elected in the first 
and second of every three calendar years, and one special member only shall 
be elected in the third of every three calendar years. Of the special members 
elected in [1934] two (to be selected by lot) shall, subject to the provisions of 
the next two following paragraphs, hold office until the end of the day on 
which the election of special members in [1937] is completed, and two (to be 
so selected) shall, subject as aforesaid, hold office until the end of the day on 
which the election of special members in [1938] is completed, and the remain- 
ing one shall, subject as aforesaid, hold office until the end of the day on which 
the election of a special member in [1939] is completed ; but save as aforesaid, 
every special member shall, subject to the provisions of the next two following 
paragraphs, hold office until the end of the day on which the election of 
special members or a special member is completed in the third calendar year 
after that in which he was elected. 


12. A member of the Board shall cease to hold office— 


(1) if he delivers to the Board a written resignation of his office, 
and the resignation is accepted by the Board or, if not so accepted, is 
not withdrawn within seven days; or , 

(2) if he is detained for more than seven days in any place under 
any enactment in force in the United Kingdom relating to persons of 
unsound mind; or 

(3) if he is adjudged bankrupt or enters into a composition or 
scheme of arrangement with his creditors. 


13. Where a regional member for any region dies ,or ceases to hold office 
under the last foregoing paragraph, then— 


(1) if the vacancy in the office occurs within six months before the 
beginning of the month in which the next election of a regional member 
for that region would be held under the foregoing provisions of this 
Part of this Scheme, the Board may co-opt in place of the first-mentioned 
member any person who, in their opinion, is qualified to represent the 
producers producing milk in that region ; or 

(2) in any other case, an election of a regional member for that 
region shall be held as soon as may be. 


If a special member dies or ceases to hold office under the last foregoing 
paragraph, the Board may co-opt a person in his place. 

Every person co-opted to the Board under this paragraph shall hold 
office for so long as his predecessor would have held office. 

Elections of regional members under this paragraph shall not be taken 
into account for the purposes of paragraph nine of this Scheme. 


14. A member of the Board who ceases to hold office shall be eligible for 
election or re-election. 


15. The quorum of the Board shall be [seven] or such other number, 
not being less than [five], as the Board may fix, and the Board shall have 
power at all times to act notwithstanding any vacancy in their number. 


16. The Board may appoint committees from among the members of 
the Board, and subject to the provisions of this Scheme with respect to the 
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application of the common seal of the Board, may delegate to any committee 
appointed by them any of the powers of the Board, except a power to impose 
penalties or a power in connexion with the borrowing of money. 

The quorum of every committee of the Board shall be such number as 
the Board may fix for the committee, and every such committee shall report 
its proceedings to the Board and shall comply with their directions. 


17. Any member of the Board may, and the secretary of the Board, on 
the request of any member thereof, shall, convene a meeting of the Board. 


18. Questions arising at any meeting of the Board or of a committee 
thereof shall be decided by a majority of the votes of the members present, 
and if at any such meeting the votes are equally divided on any question, the 
chairman of the meeting shall, for the purpose of deciding that question, 
have a second or casting vote. 


19, Allacts done at any meeting of the Board or of any committee thereof 
shall, notwithstanding that it is afterwards discovered that there was some 
defect in the appointment, election or qualification of a person purporting 
to be a member of the Board or of the committee, be as valid as if that defect 
had not existed. 


20. Minutes shall be kept of the proceedings of the Board and of every 
committee thereof, and any such minutes shall, if signed by a person pur- 
porting to have acted as chairman of the meeting to which the minutes 
relate or of a meeting at which they were read, be evidence of the proceedings 
at the first-mentioned meeting, and the meeting to which any such minutes 
relate shall be presumed, until the contrary is proved, to have been regu- 
larly convened and constituted. 


21. The common seal of the Board shall not be applied to any document 
except at a meeting of the Board, and the application of the seal shall be 
attested by the member acting as chairman of the meeting and at least one 
other member of the Board, and by the secretary of the Board. 


22. Any contract or instrument which, if entered into or executed by a 
person not being a body corporate, would not be required to be under seal, 
may be entered into or executed on behalf of the Board by any person author- 
ized by them in that behalf, either generally or specially. 


23. The Board— 


(1) may employ a secretary and such other officers, agents and 
servants as they think fit; 

(2) shall have an office at which communications and notices 
will at all times be received, and shall notify the Minister of the address 
of that office and of any change in that address ; 

(3) may enter into such agreements, acquire such property and do 
such things as may, in their opinion, be necessary or desirable for the 
purpose of exercising or performing any of their powers or duties under 
this Scheme. 


24. The Board may pay to any member of the Board any such travelling 
and out-of-pocket expenses as have, in the opinion of the Board, been reason- 
ably incurred by him in connexion with the business of the Board, and shall 
also pay to the members of the Board such remuneration (if any) as may 
be determined annually by the registered producers in general meeting. — 


25. No contract to which the Board is a party shall be avoided by reason 
only that a member of the Board is also a party thereto or is interested therein, 
and a member of the Board who is a party to, or interested in, such a contract 
shall not, by reason only that he is a member of the Board, be liable to 
account to the Board for any profit realized by him by reason of the contract ; 
but a member of the Board must forthwith disclose to the Board any interest 
which he has or acquires in any contract concluded or proposed to be con- 
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cluded by the Board, and shall not vote upon any question relating to the 
contract, and if he does vote, his vote shall not be counted : 


Provided that a member of the Board shall not be precluded from voting 
on a question relating to the general policy of the Board with respect to any 
matter by reason only that the determination of that question will or may 
affect contracts which have been, or may thereafter be, entered into by him 
with the Board. 


The Regional Committees. 


26. There shall be for each region a committee (in this Scheme referred 
to as “a regional committee’’), whose duty it shall be to report, 
or to make representations, to the Board from time to time on the 
operation of this Scheme in relation to the producers producing milk in 
that region, and when consulted by the Board with respect to any 
proposal of the Board, to advise them as to the desirability of the proposal 
in so far as it concerns those producers. 


27. A regional member of the Board for any region shall, so long as 
he holds office as such, be a member of the regional committee for 
that region, but, save as aforesaid, the members of the regional committee 
for each region shall be elected by the registered producers producing milk 
therein. 

The number of elected members of each such committee shall be such 
number, being a multiple of three, as the Board may fix for the committee. 


28. An election of members of the regional committee for each region 
shall be held on such day, not being later than after the day 
on which this Scheme comes into force, as the Board may fix, and in [1934] 
and every subsequent calendar year on such day in the month of 
as the Board may fix. Of the members of each committee who are elected 
at the first election thereof held under this paragraph, one-third shall, subject 
to the provisions of the next two following paragraphs, hold office until the end 
of the day on which the election of members of the committee held in [1934] 
is completed, one-third shall, subject as aforesaid, hold office until the end 
of the day on which the election of members of the committee held in [1935] 
is completed, and one-third shall, subject as aforesaid, hold office until the 
end of the day on which the election of members of the committee held in 
[1936] is completed, but save as aforesaid every elected member of such 
a committee shall, subject to the provisions of the next two following para- 
graphs, hold office until the end of the day on which the election of members 
of the committee is completed in the third calendar year after that in which 
he was elected. The members of each committee who are to cease to hold 
office in [1934] and [1935] respectively shall be selected by lot. 


29. An elected member of a regional committee shall cease to hold office— 


(1) if he delivers to the committee a written resignation of his 
office, and the resignation is accepted by the committee or, if not so 
accepted, is not withdrawn within seven days ; or 


(2) if he is detained for more than seven days in any place under 
any enactment in force in the United Kingdom relating to persons of 
unsound mind; or 


(3) if he is adjudged bankrupt or enters into a composition or 
scheme of arrangement with his creditors. 


30. If an elected member of a regional committee dies or ceases to hold 
office under the last foregoing paragraph, the committee may co-opt a person 
in his place, and the person co-opted shall hold office for so long as his 
predecessor would have held office. 
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31. A member of a regional committee who ceases to hold office shall be 
eligible for election or re-election. 


32. The quorum of each regional committee shall be such number as 
the Board may fix for the committee, and every such committee shall have 
power at all times to act notwithstanding any vacancy in their number. 


_ 33. The appropriate number of members of a regional committee may, 
and the secretary of the committee may, and on the request of that number 
of members of the committee shall, convene a meeting thereof. 

The Board may, as respects any such committee, appoint one of the 
officers or agents of the Board to be secretary of the committee. 

In this paragraph “‘ the appropriate number ”’ means, in relation to any 
committee, any number of members of the committee not being less than 
the number fixed in relation thereto by the Board. 


34. Questions arising at any meeting of a regional committee shall be 
decided by a majority of the votes of the members present, and if at any 
such meeting the votes are equally divided on any question, the chairman 
of the meeting shall, for the purpose of deciding that question, have a 
second or casting vote. 


35. The Board may pay to any member of a regional committee such 
remuneration (if any) as they think proper, and any such travelling and out- 
of-pocket expenses as have, in the opinion of the Board, been reasonably 
meurred by him in connexion with the business of the committee. 


PART III.—REGISTER OF PRODUCERS. 


36. The Board shall keep a register of producers (in this Part of this 
Scheme referred to as “ the register ’’), and every producer shall, on applica- 
tion to the Board, be entitled to be registered therein. 


37. The register shall be open for inspection at the office of the Board 
_ during office hours, and any person shall be entitled to be supplied with a 
copy of the register or any part thereof, on payment of a fee not exceeding 
fone halfpenny] for each entry copied, or to take extracts therefrom for 
his own use free of charge. 


38. Every producer who for the time being has in his possession in 
England not more than four milch cows, or is not carrying on the business 
of selling milk otherwise than to his servants for consumption in their 
households, shall be exempt from registration and from the operation of this 
Scheme. 


39. The Board, on being satisfied that a person who is registered has 
ceased to be a producer or is exempt from registration, shall remove his name 
from the register : 

Provided that the name of a person shall not, by reason only that he 
is exempt from registration, be removed from the register without his consent, 


PART IV.—POLLS. 


40. On the coming into force of this Scheme, a poll of the registered 
producers shall be taken on the question whether this Scheme is to remain in 
force. The said poll (in the Scheme referred to as “ the initial poll’), and 
any poll held in connexion with a proposal for the amendment or revocation 
of this Scheme, shall be taken in accordance with the following provisions 
of this Part of this Scheme. 
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4]. The producers who are entitled to vote on the poll shall be the pro- 
ducers who are registered on the qualifying date, that is to say :— 


(1) in the case of the initial poll, the day on which the time for 
registration specified in the notice to be published by the Board in 
accordance with sub-section (1) of section four of the Act expires ; 

(2) in the case of any other poll, such day as may be determined 
by the Board. 


42. The poll shall be conducted by post, and the Board shall, not later 
than the seventh day after the qualifying date, send a voting paper to every 
producer entitled to vote. In the event of the loss of a voting paper so sent, 
the Board may supply a duplicate voting paper. 


43. The voting paper shall be in the form set out in the Third Schedule 
to this Scheme, and only voting papers which are properly completed and 
which reach the office of the Board on or before the fourteenth day after 
the qualifying date shall be taken into account ; and any person who know- 
ingly makes any false statement in a voting paper shall be liable on sum- 
mary conviction to imprisonment for a period not exceeding three months, 
or to a fine not exceeding one hundred pounds, or to both such imprisonment 
and fine. 


44, Kor the purposes of any poll, the quantity of milk which a producer 
is capable of producing shall be taken to be proportionate to the number of 
milch cows in his possession in England at noon on the qualifying date. 


45. The Board shall cause the votes given on any poll to be counted, 
and the result of the poll shall be declared at a meeting of the Board by the 
member acting as chairman at that meeting, and shall be published in the 
Times newspaper and such other newspapers as the Board think fit, or, at 
the option of the Board, by sending a notice of the result— 

(1) in the case of the initial poll, to every person who is known to 
the Board to be a producer ; or 
(2) in the case of any other poll, to every registered producer. 


PART V.—FINANCIAL PROVISIONS. 


46. There shall be established a fund (in this Scheme referred to as “‘ the 
fund ”’’), which shall be administered and controlled by the Board. All moneys 
received by the Board shall be paid into the fund, and any moneys required 
by the Board for the operation of this Scheme shall be paid out of the fund. 
Any moneys for the time being standing to the credit of the fund may be 
left on current or deposit account in any bank or invested in any securities 
in which a trustee might lawfully invest trust moneys under section one of 
the Trustee Act, 1925, as extended by any subsequent enactment. 


47. The Board may borrow money in such manner, on such terms, and 
on such securitv, as may be arranged by them with the person from whom the 
money is borrowed. 


48. The Board shall keep proper accounts, and in particular shall annually 
make out a balance-sheet and either a profit and loss account or, if the Board 
does not trade for profit, an income and expenditure account, and shall cause 
them to be audited by a Chartered or Incorporated Accountant nominated 
by the registered producers in general meeting, and, as soon as may be after 
the auditor has reported thereon, and in any case within three months from 
the close of the period covered by the profit and loss account or income and 
expenditure account, shall send to the Minister and to every registered 
producer a copy of the account and of the report of the auditor thereon, 
and also a report by the Board as to the working of this Scheme in the 
period covered by the account. 
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The Board shall, on the demand of any person and on payment by him 
of such fee, not exceeding one shilling, as may be fixed by the Board, furnish 
to him a copy of any of their balance-sheets. 


PART VI.—PROVISIONS AS TO MARKETING AND PRINCIPAL 
POWERS OF THE BOARD. 


49. The provisions of this Part of this Scheme shall come into force 
at the expiration of the suspensory period, that is to say, at the expiration 
of a period of one month commencing on the date on which the result of the 
initial poll is declared to be favourable to the continuance in force of this 
Scheme. 


50. There shall be exempt from the operation of this Part of this Scheme— 


(1) all sales of milk by a producer to any of his servants for 
consumption in that servant’s household ; and 

(2) producers and sales of such classes or descriptions (if any) as 
may be determined by the Board. 


51. Subject to the provisions of the Act with respect to existing contracts 
and to the provisions of this Part of this Secheme— 


(1) a. producer who is neither registered nor exempt from regis- 
tration shall not sell any milk either in England or elsewhere ; and 

(2) a registered producer shall not, either in England or elsewhere, 
sell any milk otherwise than to the Board: 

Provided that— 

(a) all sales of milk effected by a registered producer during the 
transitional period shall be exempt from the operation of sub- 
paragraph (2) of this paragraph, but the Board may, subject to the 
provisions of any enactment relating to milk, regulate such sales by 
determining for such period as may be fixed by the Board on the occasion 
of each determination— 

(i) the grade of milk which may be sold; 

(ii) the price at, below or above which, the terms on which, 
and the persons to, or through the agency of, whom, milk or any 
grade thereof may be sold ; and 


(6) the sale of any milk by retail shall be exempt from the operation 
of sub-paragraph (2) of this paragraph if the seller is the holder of a 
licence granted by the Board authorizing him to sell milk by retail, 
being a licence which is in force at the time of the sale, and for the 
purposes of this proviso the Board may, if they think fit, grant to any 
registered producer a licence to sell milk by retail (in this part of this 
Scheme referred to as ‘“‘a retail licence’’), which shall be valid for such 
period, and shall be granted on such conditions, as may be prescribed. 


If any producer sells any milk in contravention of this paragraph or of 
any determination of the Board thereunder, then subject to the provisions 
of this Part of this Scheme, the Board shall by resolution impose on him, and 
shall recover from him, such monetary penalty (not exceeding the sum of 
one hundred pounds plus half the price for which the milk in question was 
sold) as the Board think just. 


52. Subject to the provisions of any enactment relating to milk, the 
Board may— 

(1) buy milk ; 

(2) produce from milk any of the commodities specified in the Second 
Schedule to this Scheme ; 

(3) sell, grade, pack, store, adapt for sale, insure, advertise and 
transport milk or commodities produced therefrom by the Board ; 
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(4) buy, and sell or let for hire to any registered producer, anything 
required for the production, adaption for sale, or sale of milk ; 

(5) co-operate with any other person in doing any of the things 
which the Board are empowered to do by virtue of the foregoing pro- 
visions of this paragraph ; 

(6) do such things as appear to the Board to be calculated to en- 
courage agricultural co-operation among producers of milk, or research 
and education in connexion with the production and marketing of 
milk. 


53. Subject to the following provisions of this Part of this Scheme, 
the Board shall, not later than [two weeks] before the end of the 
transitional period, and thereafter from time to time as occasion may 
require, prescribe the terms in which they will enter into contracts for the 
sale of milk by registered producers to the Board, and may prescribe different 
terms in relation to different circumstances, and whenever a registered pro- 
ducer requests the Board to enter into a contract with him in the terms 
for the time being prescribed under this paragraph in relation to the cireum- 
stances of the case, it shall, subject as hereinafter provided, be the duty of 
the Board to enter into the contract with him in those terms : 

Provided that the Board shall not be bound to enter into a contract with 
any producer who they have reason to believe is incapable of fulfilling his 
contract. 


54. The prescribed terms of a contract for the sale of milk by a registered 
producer to the Board whereby the producer undertakes to deliver milk at 
the rate of a specified quantity at a specified time, may provide that the 
producer shall be entitled to receive from the Board, as part of the price 
payable for each gallon of milk delivered in accordance with the contract, 
a specific sum (in this Part of this Scheme referred to as “a level delivery 
premium ”’), and in that event may also provide that if, at any time in the 
period during which the producer is required by the contract to make de- 
liveries of milk, milk produced on any farm on which any milk delivered 
under the contract was produced is delivered under any other contract for 
the sale of milk by that producer to the Board, being a contract whereby 
no provision is made for payment of a level delivery premium, no right to 
receive a level delivery premium shall accrue to the producer in respect of 
any milk delivered under the first-mentioned contract. 

When entering into any such contract as aforesaid which provides for 
the payment of a level delivery premium, the Board shall specify in the 
contract the amount of the premium, and the amount thereof shall be such 
amount as the Board think proper, having regard to the price at which they 
can resell the milk to be sold to them under the contract. 


55. The prescribed terms of a contract for the sale of milk by a registered 
producer to the Board may provide that if, at the time when any milk sold 
under the contract is delivered in accordance therewith, the producer is an 
accredited producer, he shall be entitled to receive, as part of the price 
payable to him in respect of each gallon of that milk, a sum (in this Part of 
this Scheme referred to as ‘‘a general service premium ’’) of the amount 
prescribed at the time when the milk was sold as aforesaid. 

The power of the Board to prescribe a general service premium shall be 
subject to the provisions of any enactment relating to milk. 


56. Without prejudice to the provisions of the last two foregoing 
paragraphs, any contract for the sale of milk by a registered producer to 
the Board may provide that the producer shall be entitled to receive from 
the Board, as part of the price payable for each gallon of milk delivered in 
accordance with the contract, a sum of such amount as the Board 
may specify in the contract, having regard to the price at which they can 
resell the milk to be sold to them under the contract. 
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57. Every contract for the sale of milk by a registered producer to the 
Board shall provide that the price payable by them for each gallon of milk 
delivered in accordance with the contract shall, in addition to any sum 
payable in respect of that milk by virtue of the foregoing provisions of this 
Part of this Scheme, be made up of a sum to be computed in the manner 
prescribed at the time when the contract is entered into. 


58. For the purposes of this Scheme the Board— 

(1) may prescribe for the transitional period and for the whole 
or any part of each year thereafter a levy (in this Part of this Scheme 
referred to as ‘‘a general levy ”’) of such amount per gallon as the 
Board may determine ; and 

_ (2) may, as respects each region, prescribe for each accounting 
period after the end of the transitional period a levy (in this Part of this 
Scheme referred to as ‘‘a regional levy ’’) of such amount per gallon 
as the Board may determine ; 

_ and every registered producer shall be liable to pay to the Board by way of 
contribution to the fund, in respect of each gallon of assessable milk delivered 
upon the sale thereof by him, the general levy (if any) prescribed for the period 
in which the milk was sold by him, and shall also be liable to pay to the 
Board by way of contribution to the fund, in respect of each gallon of 
assessable milk produced in any region which is delivered upon the sale therecf 
by him to any person other than the Board, the regional levy (if any) pre- 
scribed as respects that region for the period.in which the milk was sold by 
him ; 

Provided that— 

(a) no general levy shall exceed pence per gallon ; 

(6) no regional levy prescribed as respects any region for any 
accounting period shall exceed the amount which the Board consider 
necessary for securing that registered producers who, in that period, 

_ sell milk produced in that region otherwise than to the Board, do not, 

as producers, gain any undue advantage over registered producers who 
sell such milk in that period to the Board ; 

(c) where the Board are unable to obtain from any registered producer 
a sufficient return showing the number of gallons of assessable milk (if 
any) sold by him otherwise than to the Board in any particular period, 
the Board may treat him as having sold as aforesaid on each day in that 
period, in respect of each or any milch cow which was in his possession 
in England on that day, such number of gallons of assessable milk (not 
exceeding, in the case of any one cow, the prescribed number) as the 
Board think proper in the circumstances. 

Any sum which a registered producer becomes liable to contribute to the 
fund on account of the general levy or a regional levy shall be payable at 
such time as may be prescribed, and shall be a debt due to the Board. 

The sum realized by the Board from the general levy prescribed for 
any period after the end of the transitional period, may, if and to such extent 
as the Board think fit, be applied by them for the purpose of securing that 
the prices payable by the Board for milk sold in the first-mentioned period 
under contracts for the sale of milk by registered producers to the Board do not 
vary unduly, as between the several! regions, by reason of the fact that different 
quantities of milk sold for manufacturing purposes are produced in different 
regions ; and the sums realized by the Board from the regional levy prescribed 
as respects any region for any accounting period shall be applied by the Board 
for the purpose of augmenting the price payable by them, in pursuance of 
paragraph fifty-seven of this Scheme, for milk produced in that region which 
is sold in that period under contracts for the sale of milk by registered 
producers to the Board. 

If at any time it appears to the Board that the general levy or a regional 
levy prescribed for any period has produced, or will produce, a greater or 
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smaller amount than is required for the purposes of this Scheme, the Boara 
may, as the case may require, either remit the levy or reduce or (subject 
to the limitation imposed by this paragraph) increase the levy to such amount 
as they think proper. Where any such levy for any period is remitted, it 
shall be deemed never to have been prescribed, and where it is so reduced or 
increased, the reduced or increased amount shall be deemed always to have 
been the amount of that levy for that period, and all necessary payments by 
way of adjustment shall be made accordingly. 

For the purposes of this paragraph, no account shall be taken of any sale 
which, by virtue of paragraph fifty of this Scheme, is exempt from the operation 
of this Part of this Scheme. 


59. If the prescribed terms of a contract for the sale of milk by a registered 
producer to the Board provide for the payment of level delivery premiums, 
the Board shall, subject as hereinafter provided, be liable to pay to every 
registered producer being the holder of a retail licence, in respect of each 
gallon of milk produced in any region which is delivered upon the sale thereof 
by him in any year under and in accordance with the licence, the sum which, 
at the vime when the milk is sold by him as aforesaid, is declared by the 
Board to represent the average of the level delivery premiums allowed for 
that year in respect of milk produced in that region : 

Provided that where any such registered producer as aforesaid obliges the 
Board to enter into any contract for the sale of milk by him to them, for 
delivery in any period, being a contract whereby no provision is made for 
payment of a level delivery premium, he shall not be entitled to receive any 
payment under the foregoing provisions of this paragraph in respect of any 
milk delivered in that period upon the sale thereof by him, being milk pro- 
duced on any farm on which milk delivered under the contract was produced. 

Every registered producer being the holder of a retail licence shall, if 
he is an accredited producer at the time when any milk is delivered upon 
the sale thereof by him under and in accordance with the licence, be entitled 
to receive from the Board, in respect of each gallon of that milk, a sum equal 
to the general service premium (if any) prescribed at the time when the milk 
was sold by him as aforesaid. 

Every sum payable under this paragraph by ship Board to any person 
shall be a debt due from them to him. 

60. The Board— 7 

(1) may lend to any registered producer sums not exceeding in all 
two-thirds of the total amount which the Board estimate that he will 
receive from the sale of milk produced, or in course of production, by 
him ; 

(2) may guarantee payment of any sums secured by an agricultural 
charge created by a registered producer under Part II of the Agricultural 
Credits Act, 1928. 

61. Any moneys standing to the credit of the fund which, in the opinion 
of the Board, are not required for the operation of this Scheme after meeting 
the Board’s administrative and other expenses, shall be distributed among the 
registered producers in proportion to the total amounts respectively con- 
tributed by them to the fund under the foregoing provisions of this Part of 
this Scheme. 


62. Any registered producer who satisfies the Board or establishes by 
arbitration in accordance with Part IX of this Scheme that the Board have 
in any respect given an undue preference to any other registered producer, 
shall be entitled to receive from the Board such sums by way of compensation 
as may be necessary to make good any damage suffered by him by reason. 
of the undue preference. 


63. The Board may, whenever they consider it necessary for the operation 
of this Scheme so to do, serve on any registered producer a demand in writing 
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requiring him to furnish to them such estimates, returns and other informa- 
tion relating to milk as may be specified in the demand, and if without 
reasonable excuse he fails to comply with the demand, or if he knowingly 
makes any false statement in reply thereto, then, subject to the provisions 
of this Part of this Scheme, the Board shall by resolution impose upon him, 
and shall recover from him, such monetary penalty not exceeding twenty 
pounds as they think just. 


64. Any person authorized in writing by the Board may, for the purpose 
of securing compliance with this Scheme, enter and inspect, at any reasonable 
time and on production of his authority, any part of the land or premises 
occupied by a registered producer (being a producer specified in the authority) 
which the person so authorized has reason to believe is used for producing, 
grading, marking, packing or storing milk, or adapting it for sale. 


65. The following provisions shall have effect with respect to the imposition 
of penalties by the Board on registered producers under the foregoing 
provisions of this Part of this Scheme and with respect to the recovery of 
~ such penalties :-— 

(1) no penalty shall iS so imposed in respect of any act or omission 
which constitutes an offence under any Act other than the Agricultura] 
Marketing Act, 1931 ; 

(2) every penalty so imposed, may, subject as hereinafter provided, 
be recovered as a debt due to the Board ; 

(3) immediately on the passing of any resolution by the Board 
imposing a penalty, notice of the resolution shall be sent to the registered 
producer in question, and he may, within fourteen days from the day on 
which the notice was so sent to him, give notice to the Board referring 
the matter to arbitration under the provisions of Part IX of this Scheme ; 
and if the matter is so referred, no proceedings shall be taken by the 
Board otherwise than under or for the purposes of the arbitration or 
otherwise than for the purpose of enforcing the award of the arbitrator, 
and the arbitrator may award payment of such penalty, if any, (not 
exceeding the maximum penalty which could have been imposed by 
the Board), as he thinks just. 


66. For the purposes of this Part of this Scheme, a registered producer 
shall be deemed to be an accredited producer if, and only if, his name is 
entered in a list of producers, which shall be kept by the Board for the purpose 
of this paragraph. Every registered producer who satisfies the Board that 
he is complying with such conditions as may, subject to the provisions of any 
enactment relating to milk, be prescribed for securing the purity and good 
quality of milk sold by producers, shall be entitled to have his name entered 
in the said list ; but the Board may remove from the list the name of any 
person with respect to whom they are satisfied that he is no longer complying 
with the said conditions. 


67. The provisions of this Part of this Scheme under which any price or 
sum is expressed to be payable or determinable by reference to a gallon of 
milk, shall, if the Board so prescribe, have effect as if for references therein 
to a gallon there were substituted references to such number of gallons as 
may be prescribed. 


68. In this Part of this Scheme, the following expressions have the mean- 
ings hereby respectively assigned to them, that is to say :— 

‘* Accounting period’? means such period, falling wholly within a 
year, as may be prescribed ; 

** Assessable milk ’’ means, in relation to any registered producer, 
milk in respect of which the price payable to him, or (in the case of milk 
sold by him to the Board and re-sold by them) the price payable to the 
Board, is not less than the sum prescribed for the purpose of this definition 
at the time of the sale ; 
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‘* Prescribed ’’ means prescribed by the Board ; 

‘* Transitional period’? means a period beginning on the day on 
which this Part of this Scheme comes into force, and ending on such day 
as may be prescribed ; 

‘* Year ’? means a period of twelve consecutive months beginning on 
the first day after the end of the transitional period or on the anniversary 
of that day. 


Where, for the purpose of any provision of this Part of this Scheme, it 
is material to determine the time at which the sale of any milk was effected, 
the sale shall be taken to have been effected when the property in the milk 
was transferred from the seller to the buyer under the contract of sale. 


PART VII.—MEETINGS OF REGISTERED PRODUCERS. 


69. Whenever an election of a regional member or regional members 
of the Board or an election of members of a regional committee is to be held, 
the Board shall arrange for the holding of a regional meeting of registered 
producers at such time, and at such place within the region, as the Board may 
appoint, and whenever an election of special members of the Board is to be 
held or anything is to be done by the registered producers in general meeting, 
the Board shall arrange for the holding of a general meeting of registered 
producers at such time and place as the Board may appoint. 


70. The chairman of every meeting of registered producers shall be 
appointed by the Board: 

Provided that if the person appointed by the Board to be chairman is 
not present within fifteen minutes after the time appointed for the meeting, 
the meeting shall choose a chairman. | 


71. At least ten days before the day fixed for the holding of a meeting 
of registered producers the Board shall send to every registered producer 
who is entitled to vote at the meeting a written notice stating— 


(1) the time and place appointed for the holding of the meeting ; 

(2) the business to be transacted ; 

(3) the name of the chairman ; 

(4) in the case of a general meeting at which an election is to take 
place, the time by which nominations of candidates must be received 
at the office of the Board ; 

(5) in the case of a regional meeting at which an election is to take 
place, the name and address of the person to whom nominations of 
candidates are to be sent and the time by which such nominations must 
be received at that address. 


72. At a meeting of registered producers no business shall be transacted 
other than the business of which notice has been given as aforesaid by the 
Board. 


73. At a general meeting every registered producer shall be entitled to 
vote, and at a regional meeting those registered producers shall be entitled to 
vote who are producing milk in the region. 


74. At any meeting of registered producers, the producers entitled to 
vote thereat may vote either personally or by proxy. The instrument 
appointing a proxy shall be in writing in such form as the Board may require, 
under the hand of the registered producer or his attorney, or, if the registered 
producer is a limited company, either under their seal or under the hand of a 
person duly authorized by them in that behalf. The said instrument and 
the power of attorney or other authority (if any) under which it is signed (or 
a notarially certified copy thereof) shall be deposited at the office of the 
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Board not later than the end of the third day before the day fixed for the 
meeting, and in default the instrument shall be treated as invalid. 
The proxy of a limited company need not be a registered producer. 


75. Every question put before a meeting of registered producers (not 
being a question as to who is to be elected a member of the Board or of a 
regional committee) shall be decided on a show of hands unless, either before 
or immediately after the show of hands, a formal vote is demanded by or on 
behalf of at least [three] registered producers entitled to vote, in which case 
a formal vote shall forthwith be taken. 


76. The following provisions shall have effect with respect to elections of 
members of the Board and members of regional committees :— 


(1) no person shall be qualified to be elected a regional member 
of the Board, or a member of a regional committee, for any region unless 
he has been nominated in writing as a candidate by at least [twenty-five] 
registered producers producing milk in that region, and the nomination 
has, not later than the end of the third day before the day fixed for the 
holding of the election, been received at the address designated in that 
behalf by the Board ; 

(2) no person shall be qualified to be elected a special member of 
the Board in any calendar year— 


(a) if he has been an unsuccessful candidate at any election of 
members of a regional committee or of a regional member or regional 
members of the Board held in that year; nor 


(6) unless either— 


(i) he has been nominated as a candidate by a resolution 
of the Board; or 

(ii) he has been nominated in writing by at least [fifty] 
registered producers, and the nomination has, not later than 
the third day before the day fixed for the holding of the election, 
been received at the office of the Board ; 


(3) where the number of the candidates duly nominated does not 
exceed the number of persons to be elected, those candidates shall be 
declared elected, but in any other case a formal vote shall forthwith be 
taken, and the candidates who receive the most votes shall be declared 
elected. 


77. On the taking of a formal vote as aforesaid a registered producer 
shall, except in the case of an election of members of the Board or members 
of a regional committee, have the standard number of votes, and in the case 
of any such election shall have the standard number of votes multiplied 
by the number of persons to be elected at the meeting, but shall not give 
more than the standard number of votes in favour of any one candidate. 

In this paragraph the expression ‘‘ standard number of votes’’ means, in 
relation to any producer, one vote plus one vote for every [ten] milch 
cows in his possession in England or in the region, as the case may be, 
at noon on the day on which the election is held, and where the total number 
of such cows is not an exact multiple of [ten], the producer shall have 
the same number of votes as if the said total number were the next highest 
multiple of [ten]. 


78. Without prejudice to the provisions of this Part of this Scheme 
relating to proxies, a registered producer being a company may exercise 
any of their rights at a meeting of registered producers by any one of their 
directors, and a registered producer who is a partnership may exercise any 
of their rights at such a meeting by any of their partners. _ 


79. At any meeting of registered producers the declaration of the chairman 
as to the result of any vote or show of hands shall be final ; and in the event 
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of an equality of votes the chairman shall, in addition to his other votes 
(if any), have a casting vote. 


80. Without prejudice to any other provisions of this Scheme, the Board 
may convene a general or regional meeting of registered producers to discuss 
any question which, in the opinion of the Board, should be discussed at 
such a meeting. 


PART VITI—AMENDMENT AND REVOCATION OF SCHEME AND 
WINDING UP OF THE BOARD. — 


81. Before submitting a substitutional Scheme or an amendment of this 
Scheme to the Minister, the Board shall publish the proposed Scheme or 
amendment by serving notice thereof on every registered producer. 


82. A poll on the question whether or not a substitutional Scheme or an 
amendment of this Scheme shall be submitted to the Minister may, within 
one month from the publication thereof, be demanded in writing by any 
two hundred registered producers, and a poll on the question whether or 
not this Scheme is to be revoked may be demanded at any time in the said 
manner by any five hundred registered producers ; but no poll on the question 
whether or not this Scheme is to be revoked shall, without the consent of the 
Board, be taken within one year of the declaration of the result of a previous 
poll on that question. 


83. Part X of the Companies Act, 1929 (which relates to the winding up 
of unregistered companies) shall apply in relation to the Board subject to 
the modifications set out in paragraphs 4 to 8 of the Second Schedule to 
the Act. 


84. Contributions under paragraph 7 of the Second Schedule to the Act 
shall be assessed, in relation to each contributor, proportionately to the 
maximum number of milch cows which were in his possession in England at 
any one time during the relevant period, and shall not in any case exceed 
one pound per cow. 


PART IX.—MISCELLANEOUS. 


85. Any producer who is aggrieved by an act or omission of the Board 
may refer the matter to the arbitration of a single arbitrator to be agreed 
upon between the producer and the Board or, in default of agreement, to 
be nominated by the Minister on the application of either party, and the 
arbitrator may make such order in the matter as he thinks just. 

The Arbitration Act, 1889, shall apply in relation to every arbitration 
consequent on a reference under this paragraph. 


86. Any requirement of this Scheme that a document shall be sent to, or 
served on, a person by the Board shall be deemed to have been complied 
with if, within the period (if any) limited for the sending or service of the 
document, the document is dispatched to him by post, properly addressed 
and with the postage pre-paid. 


87. In this Scheme, unless the context otherwise requires, the following 
expressions have meanings hereby respectively assigned to them, that is to 
say :— 

‘‘The Act’? means the Agricultural Marketing Act, 1931: 
‘“Calendar year’? means a period of twelve consecutive months 
beginning on the first day of January : 
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‘“Mileh cow’? means a cow kept for milking purposes, but does 
not include a heifer which has never calved : 

‘Milk ’? means cows’ milk produced in England: 

** Producer ’? means a producer of milk : 

‘“ Region’? means a region constituted for the purposes of this 
Scheme : 

‘“* Registered ’? means registered under this Scheme, and “‘ registra- 
tion ’’ shall be construed accordingly : 

‘“‘ Secretary ’? includes any person for the time being authorized 
by the Board to act as secretary. 


FIRST SCHEDULE. 


EXTENT OF REGIONS. 


Name of Region. Extent of Region. 





Se 


1. Northern Region. The administrative counties of Cumber- 


ee — 


land, Durham, the East Riding of Yorkshire, 
the North Riding of Yorkshire, Northumber- 
land and Westmorland, and the county 
boroughs of Carlisle, Darlington, Gateshead, 
Kingston-upon-Hull, Middlesbrough, New- 
castle-upon-Tyne, South Shields, Sunderland, 
Tynemouth, West Hartlepool and York. 





2. North-Western Region. The administrative counties of Chester, 


Derby, Lancaster, Stafford and the West 
Riding of Yorkshire, and the county boroughs 
of Barnsley, Barrow-in-Furness, Birkenhead, 
Blackburn, Blackpool, Bolton, Bootle, Brad- 
ford, Burnley, Burton-on-Trent, Bury, 
Chester, Derby, Dewsbury, Doncaster, Hali- 
fax, Huddersfield, Leeds, Liverpool, Man- 
chester, Oldham, Preston, Rochdale, Rother- 
ham, St. Helens, Salford, Sheffield, Smethwick, 
Southport, Stockport, Stoke-on-Trent, Wake- 
field, Wallasey, Walsall, Warrington, West 
Bromwich, Wigan and Wolverhampton. 


Se ee a a AS NE aera | 





3. Eastern Region. The administrative counties of Cambridge, 


East Suffolk, the Isle of Ely, Norfolk, the 
Parts of Holland, the Parts of Kesteven, 
the Parts of Lindsey and West Suffolk, and 
the county boroughs of Great Yarmouth, 
Grimsby, Ipswich, Lincoln and Norwich. 


Name of Region. 


4. East-Midland Region. 


ee eee 


5. West-Midland Region. 





6. North Wales Region. 





7. South Wales Region. 





8. Southern Region. 





9. Mid-Western Region. 


——————_ ——— ese 


10. Far-Western Region. | 





11. South-Eastern Region. 
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Extent of Region. 


The administrative counties of Bedford, 
Huntingdon, Leicester, Northampton, 
Nottingham, Rutland, the Soke of Peter- 
borough and Warwick, and the county 
boroughs of Birmingham, Coventry, 
Leicester, Northampton and Nottingham. 


The administrative counties of Gloucester, 
Hereford, Monmouth, Salop and Worcester, 
and the county boroughs of Bristol, Dudley, 
Gloucester, Newport and Worcester. 


The administrative counties of Anglesey, 
Caernarvon, Denbigh, Flint, Merioneth and 
Montgomery. 





—_—_. 


The administrative counties of Breeknock, 
Cardigan,Carmarthen, Glamorgan, Pembroke 
and Radnor, and the county boroughs of 
Cardiff, Merthyr Tydfil and Swansea. 





The administrative counties of Berkshire, 
Buckingham, the Isle of Wight, Oxford and 
Southampton, and the county boroughs of 
Bournemouth, Oxford, Portsmouth, Revie 
and Southampton. 


The administrative counties of Dorset, 
Somerset and Wiltshire, and the county 
borough of Bath. 


The administrative counties of Cornwall 
and Devon, and the county boroughs of 
Exeter and Plymouth. 





The administrative counties of East 
Sussex, Essex, Hertford, Kent, London, 
Middlesex, Surrey and West Sussex, and 
the county boroughs of Brighton, Canter- 
bury, Croydon, Eastbourne, East Ham, 
Hastings, Southend-on-Sea and West Ham. 
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SECOND SCHEDULE. 


COMMODITIES WHICH THE BOARD MAY PRODUCE FROM MILE. 


Cream ; 


whey preparations ; 
— Gaseln ; 


butter; buttermilk ; 
evaporated buttermilk or cultured milk ; 


cultured milk; evaporated and semi- 
milk-sugar (lactose) ; cheese ; 


milk-powder ; condensed whole or separated milk ; 


and ice-cream. 


TAIRD SCHEDULE. 


Form oF VOTING PAPER. 


THE CENTRAL MILK PRODUCERS’ BOARD. 


(1) The Board must 
fill in the name 
and address of 
registered pro- 
ducer. 

(2) The Board must 
fill in the ques- 
tion on which 
the poll is being 
taken. 


(3) The Board must 


fill in the quali- 
fying date. 


(4) The Board must 


fill-in. the 
address of their 
office. 


(5) The Board must 
fill in the four- 
teenth day after 
the qualifying 
date. 


A poll is being held under the Milk Marketing Scheme 
[1933], on the following question, viz.— 


(2) 


Do. you ‘wish this question. to be. answered “Yes” or 

to be answered ‘‘ No’? (Answer Yes or No)........... 

How many cows being kept for milking purposes 

were in ees  Sputwatt in England and Wales at 

noon on (8)... i : excluding herfers 

which had never calved ‘hetare noon on that date ? 
..COWS. 


ecaiteela of et aa producer . 


TENG a ee Se ts UCR Ae oR RE COR SEARS RE EP 
N.B.—Your votes will not count unless this paper, 
properly filled in and signed, reaches the offices of 
the Central Milk Producers’ Board pee seid 
Ee cena ee tes Gapreuitaaiaenc +e OF 
before (By. Bae eee aera: ee tas ee oe oot ee isin ee If you 
wilfully mis-state the number of cows which you are 
asked to state above, you will render yourself liable to 
imprisonment or a heavy fine or both. 


For the Central Milk Producers’ Board, 


"Secretary. 
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APPENDIX B. 


COLLECTIVE BARGAINING IN ENGLAND AND WALES. 
1. Milk Marketing before 1922. 


(a) Pre-War Conditions.—The most important development in the 
marketing of milk in England and Wales in post-War years has been the 
establishment and operation of the system of collective bargaining between 
producers and distributors. Since October, 1922, the sale of milk, par- 
ticularly in the larger cities, has been considerably influenced by the conditions 
and prices negotiated annually by a council of producers and distributors, 
commonly known as the Permanent Joint Milk Committee. In order to 
understand how this organization developed it is desirable to review the 
relationships between the different interests involved for some years previous 
to its inception. 

In the years before the War there was very little concerted action in the 
purchase and sale of milk. Producers and distributors made their agreements 
individually and generally on a purely verbal basis. Contracts were made 
for a year, or more commonly for 6 months—usually October to March and 
April to September. Producers working on 6-monthly contracts frequently 
found it difficult to obtain a buyer for the summer months and were often 
obliged to sell their milk during this period at a very low price, and so de- 
pressed the market for others. 

It was customary for milk to be retailed at the same price all the year 
round, but the wholesale price was higher in winter than in summer. Under 
these conditions, the higher profits made by distributors in the summer 
compensated for the smaller margin obtained in the winter months. Thus, 
in pre-War days, the distributor undertook the function of equalizing the 
retail price of milk throughout the year as well as being nominally responsible 
for a portion of the surplus. 

At this period, there was much less disparity between the value of milk 
for liquid and manufacturing purposes than exists at the present time.* 
It was usual for milk to be bought at a flat price, irrespective of whether it 
was to be consumed liquid or manufactured. 


During this period, a number of farmers’ co-operative dairy societies 
were started, mainly by producers who were dissatisfied with the returns 
received*under the existing methods of sale and who hoped to obtain, through 
collective action, a larger proportion of the retail price. Many of these 
societies were inadequately financed and were not conducted on real co- 
operative lines. Very few met with any substantial measure of success. 

The prevailing conditions of sale and prices were such as stimulated the 
production of cheap summer milk, and, in the two seasons immediately 
preceding the War, there was a definite shortage of winter supplies. 


(b) War-time Conditions and Control.—Soon after the commencement of 
hostilities, a marked shortage of milk became noticeable. On the one hand, 
demand increased as a result of the requirements of military hospitals ; 
on the other, as the general price-level rose, the increased costs of labour and 
feeding-stuffs raised the cost of milk production. The increased price which 
distributors found it necessary to pay for winter milk made it increasingly 
difficult for them to continue the customary practice of retailing at a uniform 
price throughout the year. 

In order to promote economy in distribution, a number of the most 
important London wholesale firms, previously acting in competition with one 
another, decided that a certain measure of co-ordination was essential, and, 
in 1915, the United Dairies, Ltd., was founded as a holding company. In 


* See Chapter V, paragraph 32. 
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this way, a large proportion of London’s milk supply came under the control 
of one organization, and very considerable economies were effected by co- 
ordination of supplies and elimination of wasteful competition. 


The problems of milk production and distribution were investigated by 
the Astor Committee, appointed in 1917. Their researches brought to light 
some of the major defects of the machinery for distributing the country’s 
milk supply, of which one of the most significant was the wasteful competition 
in the trade supplying the larger cities. Owing to the large number of firms 
operating independently, there was a considerable amount of overlapping, 
both in producing and consuming areas. Nevertheless, the tendency towards 
rationalization was unpopular with producers and consumers alike, both of 
whom feared that they might be the victims of monopoly control, whether 
established in the wholesale or retail trades. 


By means of their factories and milk depots in the country, the large 
wholesale firms had come to occupy a position whereby they balanced supplies 
throughout the season and thus exercised very considerable control over 
the milk market of the larger towns and cities. This feature of the industry 
attracted considerable attention when the milk situation necessitated 
Government intervention. 


The Ministry of Food based its policy largely upon the findings of the 
Astor Committee and adopted temporary measures of control by taking over 
about 800 wholesale firms. The normal supply or quota permissible for 
consumption in each area was determined, and machinery was set up to 
regulate supplies and prevent shortage in part of an area by deflecting milk 
from factories or by reducing the quota allotted over the whole area. This 
ensured that each area obtained a fair share of supplies. 


The price policy adopted during the period of control is worthy of note. 
It is significant that at that time, when there was a general rise in prices, the 
distributive margin was raised to that higher level which to a large extent 
still persists. Different retail prices were fixed for summer and winter, and, 
over the greater part of the country, this practice has been preserved to the 
present day. Maximum margins were fixed for different sections of the trade, - 
and, in 1919, producers’ prices were so fixed as to average ls. 7d. per gallon 
over the summer months. A margin of 2d. per gallon was allowed to 
creameries and factories for cooling, pasteurizing (if necessary), and providing 
for accommodation and surplus milk. Wholesalers who delivered to retailers’ 
premises the exact quantities required by them for daily distribution and 
provided for pasteurization and all carriage from the producer or from the 
country factory, were allowed 3d. per gallon over the creamery margin. 
The retailers’ margin was fixed at 8d. per gallon to cover the whole cost of 
retail distribution to the consumer. 


A proposal had been made by the Astor Committee that when, as a result 
of control, milk distributive firms began to operate as Government agents, 
the State, at the same time, should secure an option of purchase at a later 
stage with a view to becoming the sole wholesaler of milk. This proposal 
received a certain amount of press publicity at the time, but, though certain 
improvements in the methods of handling milk and in organizing transport 
were inspired by the Ministry of Food during the period of control, the idea 
of State purchase was not proceeded with and milk control was withdrawn 
in January, 1920. 


(ec) Post-control Period.—After the withdrawal of State control, its in- 
fluence lingered and undoubtedly had an important effect on the subsequent 
development of the industry. Though control had been subjected to criti- 
cism in certain respects, it had demonstrated most forcibly the advantages 
of unified action in the marketing of milk. The various sections engaged i in 
the industry saw the advantages from their own point of view of fixed prices 
or fixed margins, and realized that these would no longer be obtainable if the 
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industry reverted to the individualistic basis on which it had been conducted 
before the War. 

Immediately after control came to an end in January, 1920, there was a 
sharp fall in prices ; producers’ prices fell some 20 per cent. in two months, 
although a subsequent recovery in the autumn led to the average for 1920 
being slightly higher than for 1919. The wholesale trade in many parts 
of the country was now in a better position than previously to buy col- 
lectively, but farmers still continued to sell on an individualistic basis and 
the industry tended to revert to the practices of pre-War days. The balance 
of bargaining power was, however, more definitely than ever in the pur- 
chasers’ favour and it was upon producers that the shock of falling prices fell. 
Wholesale prices fell before retail prices and many producers were induced. 
to enter the retail business. 

At the same time, farmers’ dairy co-operatives attempted to extend their 
activities in order to obtain a share of the distributive margin. The ex- 
perience and management of these organizations, however, was not equal 
to competing with private enterprise and the majority of them failed to 
benefit producers. These organizations found it very difficult to obtain a 
remunerative outlet. They could easily acquire supplies and carry on 
manufacture, but they found it difficult to secure a reasonable share of the 
more profitable liquid-milk trade without which they could not compete with 
well-established concerns. Co-operatives even competed for a market 
amongst themselves as well as with private companies. A movement was 
started to co-ordinate the co-operative societies under one central manage- 
ment, but no action was ultimately taken. 


(d) Preliminary Approaches to Collective Bargaining, 1920-2.—Negotia- 
tions between producers and distributors had been going on for some time 
previous to the formation of the Permanent Joint Milk Committee in 1922. 
In the autumn of 1920, a meeting took place between the National Farmers’ 
Union, representing producers, and the National Federation of Dairymen’s 
Associations, representing distributors, to consider prices and conditions 
for the sale of milk, but no agreement was reached. Shortly afterwards, the 
Federation decided upon wholesale and retail prices without reference to 
producers, and urged its constituent members to abide, as far as possible, 
by this decision. Several meetings of the two bodies were held during the 
next two years. 

Collective bargaining in the milk trade had been in operation for a number 
of years in certain areas of the United States of America and, particularly 
during the War period, much valuable experience had been gained. A 
delegation representing producers and distributors visited that country 
early in 1922 in order to study the milk market and the methods adopted to 
solve the difficulties of large-scale bargaining. One of the common features 
of schemes adopted there was the payment of different prices for milk ac- 
cording to the purpose for which it was used. It was noted that the 
different sections of the trade were on friendly terms and that there was a 
marked tendency for all to work together for the benefit of the industry as 
a whole. At the same time, it was found, when all circumstances had been 
taken into consideration, that the distributors’ margin was _ considerably 
less than in Great Britain. 

The drastic fall of producers’ prices in this country in the spring of 1922 
forced the issue to some extent and, in the late summer of 1922, the first 
collective bargain for the sale of milk was negotiated by representatives of 
producers and distributors. The negotiating body came to be called the 
Permanent Joint Milk Committee. 


2. The Permanent Joint Milk Committee. 


Since it was first established in 1922, the Permanent Joint Milk Com- 
mittee has been composed of representatives of producers and purchasers of 
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milk. The Chairman of the Committee is elected from one or other of the 
two negotiating parties. As the Committee does not work on the principle 
of a majority vote, there is no significance in the relative numerical strength 
of each side on the Committee. 


Milk producers have been represented on the Committee through the 
medium of the National Farmers’ Union. At the time of the establishment 
of the Permanent Joint Milk Committee, there was in the National Farmers’ 
Union a Central Milk Committee composed of delegates elected by Area Milk 
Committees, which in turn were elected from County Milk Committees ; 
from this Central Milk Committee were drawn the representatives to the 
Permanent Joint Milk Committee. This method of electing the producers’ 
representatives was afterwards changed, and at the present time they are 
elected from among the members of the Milk and Dairy Produce Committee, 
which is one of the Committees of the Council of the Union. Since 1925, 
special provision has been made for the inclusion in the producers’ delegation 
to the Permanent Joint Milk Committee of at least one representative of 
farmers’ co-operative dairy societies. Producer-retailers, who constitute an 
important element in the industry, have no organization of their own, and 
have no separate representation on the Committee. Some are members of the 
National Farmers’ Union, and their interests gua producers are represented 
in the same way as other producers’. On the other hand, some producer- 
retailers are members of the distributors’ associations and are represented 
on the opposite side of the Committee. It may be suggested that producer- 
retailers have no primary interest in wholesale milk prices, but they are 
definitely concerned with the maintenance of retail prices and with surplus 
disposal, both of which have been affected by the decisions reached by the 
Permanent Joint Milk Committee. 


The distributive side of the milk industry is represented on the Permanent 
Joint Milk Committee by the various associations formed to promote general 
‘‘trade ’’? interests. First there is the National Federation of Dairymen’s 
Associations—composed of local associations throughout the country—the 
membership of which consists of distributors with interests ranging from those 
of small producer-retailers to those of large wholesaling and retailing concerns. 
Practically every town of any importance has an association of milk dis- 
tributors affiliated to the Federation, which also includes the large wholesale 
companies operating in the London area. In addition to the Federation, 
there is a body known as the Amalgamated Master Dairymen, Ltd., which 
incorporated the old London and Provincial Master Dairymen’s Association. 
This Association is composed mainly of retailers who purchase their exact 
requirements of milk either direct from farmers or from the larger wholesale 
firms. London retailers constitute a very large proportion of its membership. 
There is also the National Association of Creamery Proprietors and Wholesale 
Dairymen, Inc., which is representative of manufacturing interests, though 
it also includes certain wholesale interests. Until some 4 years ago, this 
Association was affiliated with the National Federation of Dairymen’s 
Associations, but it is now an independent body. 


Prior to 1929, the representatives of the distributive side of the Permanent 
Joint Milk Committee were drawn from the above Associations, although, 
in certain years, the representatives of the National Association of Creamery 
Proprietors and Wholesale Dairymen did not approve of the terms of the 
settlement and did not consider themselves under any obligation to abide 
by its terms. 


The milk trade section of the consumers’ co-operative movement had 
been invited on several occasions to send representatives to the Permanent 
Joint Milk Committee, but it was not until 1929 that they accepted. About 
this time, the industrial co-operative societies took steps to consolidate 
their various milk interests, and established a special body, known as the 


178 


National Co-operative Milk Trade Association. ‘The representatives of this 
Association have taken an important part in the negotiation of each contract 
since 1929. 


3. The Agreement of 1922. 


(a) Main Characteristics.—Considerable experience had been accumu- 
lated in the United States as to the merits and demerits of different 
schemes of production-control and _ price-fixation. That adopted in 
England in the first agreement in 1922 followed the lines of the 
‘basic surplus’”’ plan, in which the principle is recognized that milk 
commands a different value in different channels of utilization, and that 
the returns of each producer should approximately depend on the value 
of his deliveries. That value might be determined as a result of the actual 
realizations from sales; i the “ basic surplus”? plan, it is a proportion 
determined arbitrarily, but agreeing as nearly as can be estimated with the 
utilization of milk in the different channels. 

In a scheme operating on the basic surplus plan, each producer is paid 
for a certain proportion of his supplies—(that proportion varying in the 
ease of different producers with different seasonal variation)—at a higher 
liquid-milk rate, and for the remainder at a lower manufacturing rate. The 
particular proportion to be paid for at the higher rate may be determined 
in different ways—e.g. by taking the average of each producer’s weekly 
deliveries over certain months, or by requiring each producer to declare 
the quantity he will supply and imposing penalties for supplies in excess or 
deficient of this quantity, or by taking a predetermined percentage of each 
producer’s supply at the higher rate, but making this percentage lower in 
months when supplies are plentiful. Whichever method is adopted, the 
underlying aim is to secure that the quantity paid for at liquid rates shall 
coincide as nearly as possible with the requirements of the liquid-milk market 
and that producers whose production throughout the year is comparatively . 
level shall receive, on the average, a higher price than producers with a 
larger seasonal variation. 


(b) The ‘* Standard Quantity.’’—Under the terms of the first agreement, 
the basis on which the proportion of each producer’s supply payable at 
liquid-milk rates was determined was his average weekly deliveries during 
the 4months, November to February. These were months when production 
approximated closely to the requirements of the liquid-milk market ; they 
were termed the ‘‘ accounting period,’ and the average weekly delivery 
during these months, the “‘ standard quantity.” 

According to this agreement, a producer was allowed the ni OUR liquid- 
milk price for all his deliveries during the “ accounting period,” November 
to February, for 100 per cent. of the ‘“* standard quantity ’’ so established in 
October and March, and for 110 per cent. of the “‘ standard quantity ”’ 
during the 6 summer months, April- September. One effect of the selection 
of the months November to February as the accounting period in the first 
contract was that a producer could not receive his final payment for October 
until the end of February, because until the latter date his ‘* standard 
quantity ’’ had not been established, and his October payment was con- 
tingent upon this. 

The original contract made provision for the adoption of two alternatives 
for the sale of milk. A producer could sell his whole dairy, in which ease the 
buyer would be responsible for the conversion of supplies in excess of liquid 
milk requirements, though of course he would buy these at manufacturing 
rates if in excess of the percentage of the producer’s standard quantity 
agreed for each month; or the producer might sell on a “‘ maximum and 
minimum ”’ basis, in which case he would himself be responsible for supplies 
in excess of the maximum stipulated in the contract. Provision was also 
made that if a producer’s supplies fell below the minimum specified in the 
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contract, he should pay the buyer a sum arranged by mutual agreement for 
every gallon deficient. 

A logical corollary to the acceptance of the “ basic surplus’ plan, 
especially when, as was proposed, prices were to be fixed for each month for 
a year ahead, was the adoption of a 12 months’ contract period. The 
operation of the scheme would obviously be simplified if, after having estab- 
hshed his ‘‘ standard quantity,’’ a producer sold to the same buyer throughout 
the year. The common practice before the War was a 6-months’ contract 
period, and, at first, distributors strenuously opposed the change to a 12- 
months’ contract. They maintained that in the unsettled conditions, both 
within and without the industry, it was difficult to fix summer prices so far 
ahead, and that, owing to the impossibility of farmers adjusting their produc- 
tion within the narrow limits of variation proposed, there would be re- 
luctance on their part to enter into contracts of the type proposed. Event- 
ually, the producers’ delegates won the day, and the year has become the 
normal contract period for sales of milk arranged under the agreement. 


(ec) Price Policy.—The agreement provided for three sets of prices :— 
(i) the liquid-milk price, 
(i) the manufacturing price, 
(iii) prices for milk delivered at creameries. 


(i) Liquid-Milk Price.—The negotiated liquid milk prices for each month 
of the contract year to be paid to producers for quantities determined as 
already explained are given in the Table on page 186. The prices were for 
milk delivered at buyer’s railway station, the producer paying the carriage 
and taking the risk of any loss as a result of souring, spillage or pilferage 
during transit. The average cost of transport works out at approximately 
13d. per gallon. 

The distinction between summer and winter prices, which was officially 
recognized during the period of War control, was incorporated in the settle- 
ment. One effect of this was to substitute a comparatively constant dis- 
tributive margin throughout the year in place of the pre-War system, in which 
the distributor counted on a higher margin during the summer months to 
balance the lower margin secured during the winter. 

The prices agreed upon by the Permanent Joint Milk Committee were 
only producers’ prices. The Committee did not attempt to fix retail prices, 
although distributive margins and, consequently, the retail price level were 
important considerations when producers’ prices were the subject of negotia- 
tion. In some agreements, specific provision has been made as to the pro- 
portionate allocation of any increase or decrease in the retail price as between 
producer and distributor ; no such provision was made in 1922, but if there 
had been any general increase in the margin—i.e. if retail prices had been 
raised—producers would undoubtedly have demanded that their price 
should be reconsidered, and vice versa. Furthermore, in the 1922 contract 
and during the next 6 years, it was made a condition that, if any milk pur- 
chased under the contract was retailed below the price fixed for the area in 
question by the National Federation of Dairymen’s Associations, the producer 
could, without previous notice, cancel the contract and cease to supply the 
distributor concerned. 


(ii) Surplus Milk Price.—Arrangements were made for the manufacturing 
price payable for supplies in excess of the “standard quantity ’’ (with 10 
per cent. extra in the summer months) to be ascertained monthly by a 
Special Sub-Committee of the Permanent Joint Milk Committee. The basis 
of computation was the average price per lb. of Canadian and New Zealand 
cheese, of Finest and Fine Quality, as recorded in the official Market Reports 
of the London Provision Exchange during the previous month. The price per 
gallor for milk for manufacturing purposes was taken at this price less 2d. 
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on the assumption that 1 gallon of milk was required to make 1 lb. of cheese, 
and 2d. covered the cost of manufacture. 


(ili) Price for Creamery Deliveries.—In the case of milk supplied to a 
creamery, the liquid-milk prices stated in the contract were subject to two 
deductions, viz. :— 


(a) ‘“‘a sum equal to the actual railway carriage.” 


(b) 1d. per gallon in the 6 summer months, and 2d. per gallon 
in the 6 winter months. 


The first of these deductions has remained an item in the yearly contracts 
from 1922 to date, and it still stands expressed in the same vague way, 
without specifying where the milk is to be carried. In practice, this has 
been most commonly interpreted as the railway carriage to some large 
market to which the bulk of the milk of a district is consigned. 


The other deduction was presumed to compensate the creamery for the 
transfer from the vendor to the purchaser of risks in delivery to an urban 
centre, and the scale of deduction on this score was commented upon as 
excessive by the Linlithgow Committee* which reported in 1923. 


Both of the deductions mentioned above were applicable only to milk 
sold at liquid milk rates ; they did not apply in the case of milk sold at manu- 
facturing rates. 


(d) Miscellaneous Details of the Contract.—The contract included 
certain provisions which had been customary in agreements between pro- 
ducers and distributors before this time. In cases where the purchaser was 
to collect the milk, he was to make every effort to do so, but in cases of acci- 
dents or breakdowns, the vendor, on being given due notice, was to deliver 
the milk. Accounts might be paid fortnightly or monthly, as arranged by 
the parties concerned, and the purchaser had to pay within 7 days of the 
delivery of the account. 


In view of the frequent prosecutions for deficient fat-content and the 
widespread attention which has been given to this subject, the requirements 
of the contract as regards quality are of particular interest. The contract 
specifies that every consignment shall be “‘ pure, new milk, sweet, clean and 
marketable, with all its cream and without the addition of any preservative.’’ 
If any consignment was unmarketable for any reason, the purchaser might 
return it or dispose of it at his discretion, provided he gave immediate notice 
to the vendor. The grounds for refusal were stated as follows :—‘‘ A con- 
signment or part of a consignment shall be deemed to be unmarketable when 
it is of such quality and in such condition that a reasonable man, acting 
reasonably, would reject the goods in the circumstances of the case whether 
he were buying for his own use or to sell again.’ If milk should fall below the 
legal limits for butter-fat or solids-not-fat, or contain certain preservatives 
or other matter as certified by a public analyst, the purchaser should be at 
liberty to cancel the contract without previous notice to the vendor. 


Milk must also be passed through a strainer and cooled to at least 60° F. 
immediately after it is milked. General provisions were also laid down as to 
the health and housing of the cows, as well as to the procedure to be followed 
by employees in milking and cleaning the utensils. The purchaser might also 
inspect the premises and make reasonable recommendations to ensure a pure 
and wholesome supply. Should the vendor not give effect to such recom- 
mendations, the purchaser was at liberty to suspend the contract by written 
notice until the matter had been remedied. ‘The vendor was not liable for 
failure of supply caused by infectious diseases of his stock or staff, but he was 


* Cmd. 1854, para. 47. 
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under the obligation to give notice in writing to the purchaser, to take all 
reasonable steps to overcome the risk of infection, and to resume full supply 
as soon as possible. 


4, Changes in the Agreement since 1922. 


The first agreement was, of necessity, experimental ; it is, however, note - 
worthy that, for the first 7 years, such alterations as were made were altera- 
tions of detail rather than of principle. After that date, the changes made 
were of a more fundamental nature and involved in certain respects a departure 
from the original basis adopted. The main changes may conveniently be 
reviewed under the following headings :— 


(a) Changes in the method of determination of the quantity of 
milk payable at liquid rates in different months of the contract year ; 


(b) Changes in the liquid milk price and in charges for creamery 
deliveries ; 


(c) Changes in the price payable for milk in excess of liquid-milk 
requirements. 


(a) Quantity Payable at Liquid Price.—(:) The “ Standard Quantity.”— 
The original basis on which the proportion of a producer’s supply payable 
at liquid-milk rates was determined was, except in the months which consti- 
tuted the “accounting period,’’ when all supplies were taken at the full 
price, the average of weekly deliveries in 4 months. 


The selection of the most appropriate months to serve as the accounting 
period seems to have been a matter of difficulty in the early years of the 
scheme. In the first contract, the months chosen were November, December, 
January and February ; in the second year, November was omitted, only 
to be again included in the third year; for the next 4 years, the months 
October to December were selected, after which the accounting period was 
abandoned. 


When, as in the first contract, payment was made for all supplies sold 
during the accounting period, it was plainly essential that the months selected 
should be such that sales in those months approximated closely to the require- 
ments of the liquid-milk market. It would obviously place distributors in a 
difficult position if, having bought at liquid milk rates, they found them- 
selves under the necessity of having to manufacture part of the milk they had 
so bought ; on the other hand, it would be equally unfair to producers if, 
during the accounting period or subsequent months of the year, distributors 
eould buy at manufacturing rates milk which they were able to retail at 
liquid rates. When, however, asin some subsequent years, a percentage of the 
milk sold by producers during the accounting period was bought at manu- 
facturing rates, the selection of the particular months became a matter of 
less importance ; the necessary adjustment could be made through the per- 
centage of sales in the accounting period paid at liquid rates. Further, 
from the producer’s point of view, it was a matter of inconvenience if the 
accounting period did not coincide with the first months of the contract 
year, for then the payment for the month or months previous to the accounting 
period could not be finally adjusted until the producer’s standard quantity 
had been established. This probably accounts for the ultimate selection 
of the 3 months October to December as the ‘“‘ accounting period.”’ 
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The principal methods of effecting adjustments in the terms of the contract 
were through alterations in one or other, or both of two variables—viz., 
the percentage of the quantity payable at liquid milk rates and the liquid 
milk price. The greater the disparity between liquid and manufacturing 
prices, the more effective does adjustment through the alteration of the 
percentage become. The percentage of total deliveries in the accounting 
period and of the standard quantity in other months payable at the liquid 
price in each month under the “ standard quantity ’’ regime is shown in the 
following Table. 


Percentage of “ Standard Quantity ’’ Payable at Liquid Price, 1922-3 to 1928-9. 























Month. 1922-3.) 1923-4.) 1924-5.) 1925-6.| 1926—7.| 1927-8.| 1928-9. 
October 53 100 95 90 *ATl *90F:( *90E:1 *All 
November staf Mead 95 *All *90T *OOS vic MAN 
December ike tA *95 * All *907 TOOT, ji: RAL 
January woe | WAIL [OORT PO 100 90 90 100 
February op AD *95 100 90 90 100 
March ... a 100 95 90 100 90 90 100 
ADP a: Ba 110 115 115 100 110 110 115 
MAY ~ cc ‘ak 110 110 110 115 110 110 115 
PURO? tins i 110 110. ; 110 115 110 110 115 
eualy .. ... a 110 115 115 115 110 110 115 
August sbi 110 115 All All All All All 
September... 110 115 All All All All All 





* Accounting period. 
+ Of all deliveries during this period. 
+ Of all deliveries during the month. 


In the first year, the proportions were fixed more or less arbitrarily, as 
there was nothing to indicate how producers would respond to such a scheme. 
As previously stated, all deliveries in the accounting period were taken at 
liquid-milk rates, 100 per cent. of the standard quantity in October and March 
and 110 per cent. during the summer months. 

In an official explanatory statement circulated by the National Farmers’ 
Union to its members, attention was drawn to the fact that it was to the 
interest of producers that their deliveries for the period November-February 
should approximate as closely as possible to their average deliveries for the 
year, so that they should secure liquid rates for the maximum proportion of 
their milk. Producers reacted so favourably to the advice given by their 
organization that, when the negotiations were opened in the next year, 
distributors maintained that they had had to manufacture large quantities 
of milk purchased at liquid rates during the winter months and insisted on a 
part of the production in the accounting period being taken in this year at 
manufacturing rates, Accordingly, in the second year, the quantity payable 
at liquid rates was reduced to 95 per cent. of the standard quantity for the 
6 winter months, including the accounting period, and, as compensation to 
producers, the percentage for the summer months was raised to 115, except 
in the case of May and June which remained at 110 per cent., as in the previous 
year. This alteration affords recognition of the fact that the method adopted 
was leading to an unwanted increase in expensive winter production, and 
the lowering of the percentage in the winter and a corresponding increase 
in the summer was an attempt to correct the balance between winter and 
summer production which had been upset through producers concentrating 
on heavy production during the accounting period. 
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This process was continued in the next year, 1924-5, when the winter per- 
centage was reduced to 90 per cent. of the standard quantity, again including 
the accounting period*. The summer figures remained as for the previous 
year, except that for August and September all supplies were taken at liquid 
milk price. The intention was to induce production in the months of August 
and September at the expense of production in the winter months, when pro- 
duction costs were higher ; this encouragement of production in these 2 months 
became a feature of the scheme, being continued during the remaining 4 
years, when the scheme continued to function on a standard quantity basis, 
and during the first year, when a change was made to a “ declared quantity.” 

The proportion of the monthly supplies paid at liquid rates in the 
succeeding years reflect the outlook for the industry at the time of the annual 
negotiations. In 1925-6, for example, producers were able to secure full 
liquid rates for all deliveries in the accounting period, 100 per cent. of the 
standard quantity in the remaining winter months, and roughly similar 
terms in the summer months. In the 2 following years, however, they were 
not able to maintain this position, the winter percentages again slipping 
back to 90, which applied also to the accounting period. In the last year of the 
standard quantity, the position again improved, producers securing liquid 
rates for all deliveries during the accounting period, for 100 per cent. of the 
standard quantity during the remaining winter months, for 115 per cent. 
for the first 4 summer months and for all deliveries in August and September. 

Though little in the way of statistical data can be adduced in corroboration 
of the fact, there seems no doubt that one effect of the standard quantity 
policy was to stimulate production during the accounting period—i.e. during 
the period that milk production in this country is most expensive. 


(it) The *‘ Declared Quantity.”’—In the agreement of 1929-30, the principle 
of the standard quantity, based upon the producer’s average daily deliveries 
during an accounting period, was abandoned. In its place, each producer 
was required to state his “‘ declared quantity,’’ which was his estimate of 
what his daily deliveries would be during the contract year. In this contract, 
the milk was divided into three classes, the basis of classification being the 
percentage of variation from the declared quantity. The first class recognized 
a variation of 10 per cent. with one scale of prices, the second one of 20 per 
cent. with a scale of prices aggregating less on the year, and the third one of 
50 per cent. with a scale having a still lower aggregate. If a producer’s 
supply exceeded or fell short of his declared quantity, plus or minus the 
allowed percentage variation, he was subjected to a penalty of 2d. per gallon 
in respect of the excess or the deficiency. All deliveries in October, 1929, 
and in August and September, 1930, were to be paid for at full liquid rates. 


The method of determining the price of manufacturing milk on the basis 
of imported cheese prices was discontinued, and milk in excess of the per- 
centage variation allowed was to be paid for at the liquid-milk price, less 
2d. This really amounted to divorcing the value of milk for manufacturing 
purposes from world parity, the manufacturers taking a certain risk though 
they probably imagined they were covered not only by the penalty of 2d. 
a gallon on deliveries exceeding the permitted variation, but also by the lower 
prices at which they obtained all milk supplied by producers who did not 
sell under the 10 per cent. variation class. As it happened, the manufacturing 
value of milk fell during the contract year. Some manufacturers undoubtedly 
incurred an unexpected loss, and when next negotiations opened the buyers 
made it clear that they were not prepared to accept liability for changes in 


* In this year, the amount payable at liquid rates during the accounting 
period was 90 per cent. of all deliveries during November to February (in- 
clusive). Average daily deliveries were substituted for “average weekly 
production ”—i.e., deliveries. 
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the value of milk for manufacturing purposes as they had done in the year 
then ending. 

(702) Percentage of all Supplies—A complete change of principle was 
incorporated in respect of one class of sale in the 1930-1 agreement. Milk 
was divided into three categories. The principle of the declared quantity 
was retained in the case of the first two, a variation each way of 10 per cent. 
and 25 per cent. being allowed : deliveries falling below the limits of variation 
were subject to a deduction at the rate of 2d. per gallon in respect of the 
shortage ; supplies in excess of these variations were to be paid for at manu- 
facturing rates. 

The third class, Class II (b), rested neither on the principle of a standard 
quantity determined as a result of a producer’s sales during a certain period, 
nor on a declared quantity stated by himself. Instead, it provided for all 
deliveries under this class being bought and sold subject to the payment of a 
variable monthly percentage at full liquid milk rates and the remainder at 
manufacturing rates. In this way, payment for each month’s supply was 
rendered independent of the supply in any other month or of the quantity 
delivered during the whole year. The percentage payable at manufacturing 
rates varied from month to month—from as low as 10 per cent. in October 
and the 3 following months to as high as 35 per cent. in the months of May 
and June—and averaged 20 per cent. for the year for a dairy with leve! 
production. 

In this agreement (1930-1), the price of all deliveries above the limits 
of variation in the first two classes and of the percentage to be paid at manu- 
facturing rates in Class IT (b) was again determined by the imported cheese- 
price formula ; the liability for loss or gain by reason of fluctuations in the 
price of manufactured produce was thus again transferred to the producer. 
A new feature in this year’s agreement was that, while formerly the producer 
had, at least nominally, the right to declare under which class he would sell, 
the purchaser now had the right to declare under which category he elected 
to buy. A producer who failed to secure a contract under the first two 
classes might find that, even though his production were comparatively level 
throughout the year, he had to sell at least one-fifth of his total production 
at manufacturing rates. 

The agreement of 1931-2 and 1932-3 followed exactly the same lines, but 
the average percentage under Class IT (b) payable at full liquid rates was 
lowered from 80 to 75, with a corresponding increase in the percentage pay- 
able at manufacturing rates. As a concession to producers, however, a — 
statement was inserted to the effect that if a buyer sold more than 75 per 
cent. of his total purchases as liquid during the contract year, he undertook 
to refund to the vendor at the end of the contract period the difference between 
the full liquid-milk price and the manufacturing price in respect of the per- 
centage of the excess sold under the contract. 


(wv) Summary.—With the adoption of a method of sale under which the 
supplies of each producer are divided into two parts to which differential 
prices are applied, it becomes important on the grounds of equity that sup- 
plies purchased at the lower price should not be sold by the purchaser in the 
market in which the higher values prevail. In this connexion, the most 
important consideration is the method adopted for determining the quantity 
or proportion of total supplies payable at liquid rates. The three methods 
that have been operative in the contracts of the Permanent Joint Milk 
Committee, outlined above, may be looked at from this standpoint. 

The method of the standard quantity calculated during a certain period 
of the year and combined with a monthly percentage applied to that quantity 
was, in effect, an attempt to equate the quantity of milk paid for at liquid 
rates with the requirements of the liquid market. Partly with this end in 
view, changes were made from time to time in the accounting period and in 
the monthly percentages of the standard quantity. The effect of the system 
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was to stimulate production during the accounting period, since it was always 
in the producer’s interest to attain as large a standard quantity as possible, 
and in the long run the quantity payable at liquid rates tended to increase, 
irrespective of any changes in the requirements of the liquid milk market. 


For the second method—that of the declared quantity with a given 
variation—there can be no claim that it provides any link between the 
quantity payable at liquid rates and the requirements of the liquid- milk 
market. Unless it had been combined with a percentage variation as in 
the previous method, the only way of reducing the total supplies coming 
forward at liquid rates was through the medium of price. As operated 
in the year 1929-30, it did not provide the basis for a permanent scheme. 


The principle incorporated in Class II (b) represents another attempt, 
using more arbitrary methods, to equate the quantity paid for at liquid rates 
and the requirements of the liquid market. It provides no automatic or 
self-acting regulator, and for its successful operation depends upon sound 
Judgment and knowledge of supply and demand on the part both of sellers 
and buyers. 


(b) Changes in the Liquid Milk Price.—The liquid milk prices negotiated 
by the Permanent Joint Milk Committee from 1922-3 to 1932-3 are shown 
in the Table on page 186. 


In the first contract, the price for milk intended for liquid consumption 
was fixed at 20d. per gallon for the 6 winter months and 12d. per gallon 
for the 6 summer months. The general level of prices was failing at this 
time, and, in the second year, it was found necessary to reduce the price of milk ; 
the reduction was confined to 3 winter months, October, November and March, 
during which milk was paid for at 17d. per gallon, the other 9 months re- 
maining as in the first contract. In the following year, the price was fixed 
at 184d. per gallon for the 6 winter months, making the winter aggregate 
the same as for the previous year. In considering these reductions in winter 
prices, the percentage of the standard quantity payable at the liquid rates 
in different months of the year must be taken into account. In the fourth 
year, the reduction process was carried a step further by a fall of 14d. per 
gallon in winter, and, as a compensation to producers, April and September 
milk was paid for at 16d. per gallon instead of the previous 12d. It must be 
remembered, however, that under this settlement an increased percentage 
of the standard quantity was payable at liquid rates. For 1926-7, the 
winter price was reduced by another 3d. per gallon, and April and September 
prices reverted to the usual summer level of 12d. These prices were continued 
unchanged for another year, and, in 1928-9, the final season of the original 
scheme, liquid-milk rates were fixed at three price levels, 17d. and 12d. for 
4 winter and summer months, respectively, and 16d. for 2 spring and 2 
autumn months (March, April, October and the following September). 


The scheme introduced for 1929-30 involved considerable elaboration of 
the price structure. Before this time, it was customary to have two or, at 
most, three price-levels for the whole year. Three classes for the sale of milk 
were now introduced with a different scale of prices for each, and Class [II 
involved no fewer than five different prices for the 12 months. With the 
new scheme, the price for two months in summer was for the first time 
reduced below the customary 12d. per gallon. 

The 1930-1 agreement saw changes in the conditions relating to the second 
_and third classes of sale, and the prices for liquid milk in these classes were 
adjusted partly to meet the new conditions. ‘There was a reduction of Id. 
and 4d. per gallon in the months of November and September, respectively, 
for milk sold under Class I. As compared with 1929-30, Class If (a) prices 
showed reductions in a number of months, including some summer months. 
The prices for deliveries under Class II (b) approximated more closely to 
Class I prices, but were Jcwer than those in some months and higher in 


186 


‘posodsuviy o10M syyUOUT 04 osoyy UI seorId OY ‘UOpUOT poroATfop yTIUE AO 4 


‘qUOULOOISV [VUISIIO 044 UL posuUBLIe 


seotid oy) UBYy Joysty ‘uO][es Jed “pg AcvnaAqoy JOJ pure ‘uO]es Jod ‘py ore AOYY ATenUeL pu JoquIeDeq AOJ { Soolmd postAcA OTB ESOT, x 











(eye Sh OPE 1.9267 | 6287 O21 | S FLO. 41.) SF PI) 9 BL 8 PTA Ob 8 FR} FE] S StH 2 BI) © Of-|-ocor (ce 788 
p "9 “D *9 7) “9 “p 9 7) 9 “p “9 “p 7) “p 9 “p “9 y) “9 “D Fe) p "9 p a) “D "9 7) “9 ‘p “9 ‘D "9 D "9 “0 "9 -0183Y 
eI at ral €1 Z1 éI €1 31 I 91 91 91 9T 31 ral 9T rat 31 ZI | “°° “adeg 
31 ZI ZI €1 31 1 rat 31 1 1 ral SI | 42T 1 31 1 1 a zp Le Boy 
ZI II 31 1 31 I 31 IT ral 1 31 ral 1 ral 1 ral 31 ral wa” Ae 
Z1 II ZI ZI Z1 31 II II ol | FIT 1 31 31 31 1 31 1 ra ei | 2" Bump 
31 II 1 ZI 31 rat II II aa 31 31 1 i 1 31 31 31 31 Av 
ral 31 ra ra ZI ra €1 ra ral 31 ral or | 49T 31 ra 91 31 ra or ccs. eae 
eI Z1 el Z1 Z1 31 GT 9T oI CT 91 9I 9t | f91t | $91 LE. Gost LT 62 Cla” RR 
9T 9T OL | «91 | «fT | x91 LI 91 yi) 91 91 LI LT | $91 = |-498 LI | $81 0G 0Z "q9. 
LT AT bis’ allt mk oi welt LT 9T LT 9T LT LI Li) 493 | 498 LT | $81 0Z 0Z “ues 
LT LI LTS beh | SOR rated. «| - EAT Et LI LT Li LI LI | $91 | $91 LI | $81 0Z 0 ‘00d 
9T 91 9I €1 31 ral LI 91 9T 91 91 LT C1 Ae OF OF 5 es Wat i 0Z "AON 
91 9T 91 31 Z1 ZI GT 91 9T 91 91 91 91 | f9L | f91 Lt |. Fst LI es OH 
ae We 101 1 — 1 8s | Ol | -— =| 9S: Ott Os | %0s | KOT 

(q)1r |(*)IE | I (q)rr | (err | Lf (q)ar | (e)tr I TIL II I 


BSBIO | 88810 | SSPIO | SSRI | SPIO | SBPIO | S8PLO | SBI | S8BI0 | SPIO | S810 | 88810 |g—976 118-136 1|L-961|9-9S61|S-FZ61|\F—-ES61/-SS6T| “UIUOW 


§-GE6T 


G-TE6l 


T-0€6T 


(‘wowns s.wahng pesaayap ‘uo7v6 sad aouad Ur $900.47) 


0€-6661 





"E-GEGT 97 E-ZSBL ‘aantUUoD YT WI0L TuaUHULLAT oY) hq paalbp sp Sad] WW ponbyT hyyyuo W 


187 




















| 
% I § I 4 I I I I I I I I I "** gequieydeg 
% I 2 ¢ I iy § I r I ‘ I I T I I I = qsnsny 
§ if } § if 5 ¢ I ° I I I I I it I I = Aqne 
$ i c i ¥1 Ke - eine oe 'S FI T T I I I I I oun ¢ 
og ae g : ae a 9 oe ea g 1 I T I I I I I Avil 
q I ze | $2 FF e 1 € | et es ee I I I I I I I judy 
3 L O° ¢ I O° § I O° I I A 6 I S j j yorey, 
& I . § I B 4 I e I I Z Z I Z Z Z Aavenaqeq 
é I E § I EB § I B I I z z I z Z z Avenue 
Feet Seige et 1 fo feb A ae f Pie co ee eee Be ee ee Le roqureseq] 
¢ i ; ¢ I 4% I : I 1 c Z i j 4 L IOQUIGAO NT 
4 I $ I ¢ I I I jz z if jz c j “*  £8q099O 
(q)rr | (err | IT | (a)IE | (e)IT a= tae | (e)IT | I | sesselp 
SSBIQ | SSBIQ | SSBIO | SSBIO | SSBID | SSBIO | SSPIO SSBID | SsVID IV 
: FE eh 6-8Z61 |S-LZ6T |L—-9Z6 19-226 I |S-F26 1 |F-€26 L|E-ZS6T “YqUOy 
€-ZE61 Z-1861 1-061 O€-6Z61 





(‘uoynp sad a0uaq) 


‘(papnpous jou abmusps finaymyz) sarswayaq fsounasy sof apnu suoyonpad 


188 


others. Substantial reductions in price were made in all classes in the follow- 
ing year: the process, however, was obviously carried too far, for a serious 
shortage of supplies in the late autumn necessitated a revision of prices, 
which, however, still left the aggregates for the 12 months substantially 
lower than in the previous year. The current agreement (1932-3) records 
increases in the prices relating to all three classes of sale, and the aggregates 
are only slightly lower than those for 1930-1. 


Since the negotiations started, the most striking feature has been the 
decline in winter price ; in fact, the decline in liquid prices has been almost 
entirely confined to the winter months. In the first contract, the average 
winter price was 167 per cent. of the average summer price ; by 1930-1, the 
average winter price in Class I had fallen to 137 per cent. of the average 
summer price. For the year 1931-2, Class I winter and summer prices, as 
agreed at the settlement, averaged the same (the aggregate in each case 
being 6s. 3d.) ; the subsequent revision of the price for December, January 
and February raised the average winter price to 114 per cent. of the 
average summer price. The 1932-3 contract raised the winter level again 
relatively to the summer level ; for Class I and Class IT (b), the average winter 
price represents 130 per cent. of the average summer price, and for Class IT (a) 
the figure is 136 per cent. 

The rates shown in the Table on page 186apply to milk sent direct to the 
buyer by the producer, and transport charges have to be deducted. Milk 
delivered to a creamery and payable at liquid rates is subject to two 
deductions—viz.: (i) for transport costs, a charge which, in spite of the 
improvements in transport that have taken place, has remained about the 
same throughout the period, and (ii) a creamery deduction for risks transferred 
from the seller to the buyer. 

The Table on page 187 shows the deductions made for creamery deliveries, 
not including the charge made for railway carriage. During the first 7 years 
of the agreement, the creamery deduction was 2d. per gallon for the winter 
months and ld. per gallon for the summer months, with the exception of 
1925-6 and 1928-9, when the winter deduction was reduced to 1d. per gallon. 
In 1929-30, and for deliveries under Class II (a) in 1930-1 and 1931-2, the 
deduction was 14d. per gallon for April, May and June, and 1d. per gallon for 
the other 9 months; in the 1932-3 contract, the deduction for Class ITI (a) 
is 1d. throughout the year, except in May, when it is 14d. Since the intro- 
duction of Class II (b) in October, 1930, the deduction for. milk sold to 
creameries on these terms has been 3d. per gallon. It may be observed that 
no provision has been made for creamery deductions for Class I in the last 
3 years, as the majority of creamery suppliers would be unable to adjust their 
production within the narrow limits prescribed for this class. 


(c) Changes in the Price of Manufacturing Milk.—Throughout the course 
of collective bargaining negotiations, the price per gallon of manufacturing 
milk, except in the year 1929-30, has been fixed at the average price per lb. 
of Canadian and New Zealand cheese, of Finest and Fine Quality, as ascer- 
tained from the Official Market Reports of the London Provision Exchange, 
subject to a deduction which has always been 2d. per lb. with the exception 
of the four months of January, February, June and July of 1926, when the 
deduction was reduced to ld. per Ib. When all deliveries were payable at 
liquid rates—as in certain months of particular years—there was, of course, 
no necessity to fix a price for manufacturing milk ; further, in the contract 
year 1929-30, a manufacturing price was not required as all milk was sold 
at a price related to the liquid-milk price. 

The month chosen as the basis of valuation has varied somewhat ; in 
some years, the price of milk has been related to that of cheese in the previous 
month ; in others, to the price of cheese in the same month. Which of these 
alternatives best serves the producer depends on whether cheese prices are 
rising or falling. 
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The manufacturing price can, of course, be announced earlier if it is related 
to the previous month. The particular month specified in the contract 
may not always be strictly adhered to, and it is not unprecedented for 
buyers, during a period of rising cheese prices, to pay their suppliers on the 
basis of the current instead of the previous month, and so pass on the benefit 
of increased prices to the producer. : 

The Table on page 189 shows the actual prices fixed for milk for manufactur- 
ing purposes, calculated as above. If these figures are read in conjunction 
with those for liquid-milk prices as shown in the Table on page 186, the widening 
disparity between liquid and manufacturing prices will be noted. It should 
be remembered that deliveries to creameries at liquid rates are subject to 
a deduction, which has generally averaged 14d. per gallon, as well as a trans- 
port charge which, in many cases, is about the same; deliveries of manu- 
facturing milk are subject to no such deduction. Hence, should the manu- 
facturing pricetbe 3d. per gallon less than the liquid-milk price, the net return 
per gallon to the producer who normally supplies a creamery will be the same 
for all his milk. It is only when the difference between liquid and manufac- 
turing prices exceeds 3d. per gallon that the manufacturing price affects the 
returns of such a producer. For direct senders, only the actual railway 
carriage would have to be deducted from the liquid rates to show the effect 
of the lower manufacturing prices. 

In the earlier years of the negotiations, the difference between the net 
returns from liquid and manufacturing milk was small. In the last 3 years, 
however, imported cheese prices have declined and the value of milk for 
manufacturing purposes has fallen very considerably. When a large pro- 
portion of the total output has to be sold at these rates, the average price 
for the total supply is greatly reduced, and producers who have been obliged 
to accept Class II (b) terms have been affected, particularly when they 
happened to be level producers. 

The 1932-3 agreement introduces an innovation in respect of the price 
for manufacturing milk. While this still remains on the imported cheese- 
price basis, the producer is assured of a guaranteed minimum of 5d. per gallon. 
Through the guarantee, he gained one-farthing per gallon in October and 
December, 1932, and one half-penny in January, 1933; in November, 1932, 
the imported cheese price and the guaranteed price were equal. 

There has been some variation in the different agreements as to the 
obligation which rested on the producer with regard to the delivery of milk. 
in excess of the quantity payable at liquid rates. The first two agreements 
made no specific provision regarding this point. The agreements for the 
years 1924-5 to 1928-9 contained a special provision which enabled producers 
selling to a buyer other than a condensery or manufacturing firm to retain 
any surplus on the farm provided they gave notice at the time of making 
the contract. Later agreements have contained no ruling on this point, 
but producers selling under Class II (b) have had no option, since the feature 
of this class of sale has been the delivery of whole dairies. There is little 
evidence to show to what extent producers took advantage of the provision 
which enabled them in certain years to retain surplus milk on the farm. 
The fall in the value of manufacturing milk in recent years would probably 
have encouraged the practice of retaining such milk rather than selling it, 
and it has been a grievance with producers forced to sell under Class II (b) 
terms that, when they would have preferred to utilize the milk on the farm, 
they have been under the obligation to deliver their whole dairies. 


5. National Significance of the Permanent Joint Milk Committee’s 
Agreement. 


While the two sides of the Permanent Joint Milk Committee are repre- 


sentative of producers and distributors in most parts of England and Wales, 
and while the settlement has been intended to apply nationally, subject to 
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modification by mutual agreement to meet local circumstances, the negotiated 
contracts have not found acceptance with any degree of uniformity through- 
out the country. Conditions of production and distribution vary consider- 
ably in different districts, and the negotiated terms, where adopted, are 
modified in a variety of ways to suit local conditions. In some areas, cir- 
cumstances are unfavourable for its acceptance. The late date at which 
_ negotiations have been completed in some years has prevented full use being 
made of the contract by producers. This point has been stressed every 
year and negotiations have been commenced some considerable time before 
the expiry of existing contracts. Negotiations have, however, frequently 
been concluded at the last moment, with the result that a number of pro- 
ducers have sold their milk before the official settlement was announced. 


In the first few years of the scheme, considerable emphasis seems to have 
been laid on the London market and the scheme became popularly known 
as the ‘“‘ London Agreement.’’? The position of producers who catered for 
markets other than London was rather obscure. Throughout the country 
there are Area Joint Committees, composed of representatives of distributors, 
who belong to associations affiliated with the National Federation of Dairy- 
men’s Associations on one side and representatives of local producers on 
the other. In some areas, agreement has commonly been reached by deduct- 
ing the equivalent of the railway carriage to London from the scheme prices. 

At the beginning of the negotiations for the 1925-6 agreement, the scope 
of the scheme was discussed and the Permanent Joint Milk Committee 
resolved ‘‘ that the terms and conditions of the National Farmers’ Union 
scheme apply nationally, but are subject to modification in the light of 
local circumstances.’’ In the event of the failure of any Area Joint Committee 
to agree to any proposed modification of the scheme terms for their area. 
the Permanent Joint Committee suggested that the Area Joint Committee 
should refer the matter or matters in dispute to the Permanent Joint Milk 
Committee for decision. 

In 1932, the Permanent Joint Milk Committee went further and recom- 
mended the prices that ought to prevail in the Birmingham and the North- 
Western Areas. They offered to arbitrate in case of inability of the parties 
to arrive at a settlement, and undertook that, in the event of distributors 
refusing to submit to arbitration, supplies from the trade outside the area 
of the dispute would not be forthcoming. Nevertheless, disputes occurred 
in the North-Western area, the Birmingham area and in the Eastern Counties. 

Prices in the north-west of England have been the subject of considerable 
discussion. The co-operative societies, which do a large amount of business 
in this area, were not represented on the Permanent Joint Milk Committee 
until the 1929-30 negotiations, and their relations with other distributors 
were unsatisfactory. Undercutting, mostly of a temporary nature, by pro- 
ducer-retailers, has been the cause of much dissatisfaction in this area. 


In the north-east, the scheme has not received much support and prices 
have usually been settled locally by arbitration in individual towns. In 
the North Midlands area, which includes such towns as Leicester, Nottingham 
and Northampton, the scheme appears to have achieved considerable popu- 
larity, and the local joint committees have accepted the national settlement 
as the basis of discussion. In this area, as in other parts of the country, the 
provisions of the agreement are only binding if the distributors are protected 
against undercutting. The distributors only bind themselves to scheme 
terms, or a modification thereof, if their margin is guaranteed. 


The Midlands, of which Birmingham is the chief centre, adopted the 
contract terms and prices for a number of years. In 1930, however, the 
position became rather difficult, owing to the large amount of surplus, and 
this, coupled with severe industrial depression, resulted in under-selling. 
In the following year, the national contract conditions were modified con- 
siderably for this area. In the South-Midlands division, there has been con- 
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siderable variation between different towns and from year to year in the same 
towns, but scheme terms and prices (less carriage to London) have been 
widely adopted. The same applies to the South-Western area. 

The position of the home counties is somewhat different from the rest 
of the country. Formerly, it was customary for producers in this area to 
obtain enhanced prices due to their proximity to London and their ability 
to render special services to distributors. In recent years, it has become 
increasingly difficult for them to obtain any better conditions than the 
national agreements. 

The fact that national prices and conditions are announced provides a 
good bargaining point for producers and distributors alike, as either party 
must put forward a logical argument for buying or selling on more favourable 
terms than the national agreement. Although the scheme has not been so 
widely adopted as its promoters would have liked, it has provided the industry 
with a basis on which to work. That the scheme has not been more widely 
adopted is due to the ineffective state of organization of the contracting 
parties rather than to any inherent defect in the scheme as such. 





APPENDIX C. 


CONTRACT APPROVED BY THE PERMANENT JOINT 
MILK COMMITTEE.t 


Lhis., Agreement . made, thidus.. ..45/coqssspslideesiuaasemecec: wade sts eee 
betinebach the Cathet Woh: dances iacake eae: sepia wen Dae DELWeON 
(0) Hae Pn Pr Pre Ar eS PMN inn are ORI DERG ON Lac ee ae Mea A oe 
(hereinafter called the Vendor, which expression shall include where the 
context admits, his/their Executors, Administrators and agreed Assigns) and 
ae 4 
Ol erties brea nsreae Weel ts sun watisigctlesitediogs tocuple \ie Acocy bis aes Gach sin aes ee eee ee 
Notre. If a (hereinafter called the Purchaser, which expression shall include where the 
Siti he context admitst his/their Executors, Administrators and agreed Assigns), 
ssigns.”’ of the other part. 


OPERATIVE PART. 
Iv 1s AGREED AS FOLLOWS: 


If so desired 1. The Vendor shall supply and the Purchaser shall purchase from the 
abe Le first day of October, 1932, to the thirtieth day of September, 1933, the whole 
hole of the.” of the* milk produced by the Vendor’s cows at 


Farm, the declared daily quantity for purposes of Classes I and IT (a) of the 


Insert N- Scheme annexed to bef imperial gallons per day in Class 
(a) To be delivered at 

|) Here say 

the pur- 

chaser’s 

remises situ- 

te ~No......- Except as follows :— 

ere set out ; : : 

dress) oe . In the event of the Purchaser and the Vendor mutually agreeing for 

ihe. ‘aol snes the Purchaser to collect the milk it is agreed it shall be done on the 

alway.” following condition, namely, the Purchaser will use his/their best 


endeavours to collect the milk at the said Farm, the Vendor undertaking 


t Representing the National Farmers’ Union, the National Federation 
of Dairymen’s Associations (Incorp.), Co-operative Milk Trade Association of 
the Co-operative Union, Ltd., and the Amalgamated Master Dairymen, Ltd. 
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to have his/their milk ready at the time to be named by the Purchaser 
and approved by the Vendor, but in case of accidents, breakdowns or 
other occurrence when the Purchaser shall be unable to collect the milk, 
the Vendor shall on having notice thereof in sufficient time deliver the 
milk to the Purchaser as mentioned in the preceding part of this clause. 
The Vendor will pay to the Purchaser...............per gallon for making 
such collection. 


2. The Purchaser shall pay for the milk fortnightly/monthly (b) at the Oy pees 


prices set forth in the Scheme annexed hereto within seven days after the is inapprops* 
delivery to him/them by the Vender of an account in writing. ate. 

Payments made fortnightly will be subject to any necessary adjustment at 
the end of the month. 

If the Purchaser shall at any time or times make default for seven clear 
days in any one or more of such payments the Vendor shall be at liberty to 
give or send by prepaid registered post to the Purchaser written notice of his 
intention to determine this Contract, and unless the Purchaser shall, within 
_ seven clear days of the receipt of such notice, remit to the Vendor the amount 
due the contract shall be deemed to have been determined at the end of the 
said period, but without prejudice to any claim for damages, including 
damage for loss of market, or otherwise. In this respect time shall be the 
essence of the Contract. 


3. The Scheme annexed hereto shall be deemed to be part of this 
contract. 


4. It shall be open at any time during the continuance of this contract 
for either side of the Joint Committee to report to the secretaries of the said 
Joint Committee that circumstances have arisen which render desirable the 
variation of the prices to be paid to the Vendor for milk supplied hereunder, 
either by way of increase or of deduction from prices hereby agreed. The 
secretaries shall thereupon summon a meeting of the said Joint Committee 
to be held within seven days from the receipt of such report at which the said 
report shall be considered. If the Joint Committee decide that such variation 
is desirable, the price to be paid to the Vendor under this contract shall be 
increased or reduced by such amount as the said Joint Committee may 
determine, or as shall be fixed in manner hereinafter set forth. For the 
purposes of the decision upon the said report, each side of the said Joint 
Committee shall have one vote only, to be recorded by their respective 
representatives at the said Joint Committee, but the vote of the distributors’ 
side shall not be cast unless the representatives of all sections of the dis- 
tributors’ side are unanimous, and failing such unanimity no vote of the Joint 
Committee shall be taken. In the event of the said Joint Committee deciding 
that such variation is desirable, but failing to agree as to the extent thereof, 
the matter shall be referred for decision to a single arbitrator to be appointed 
jointly by the chairmen of the respective sides of the Joint Committee. 
The Vendor and the Purchaser hereby agree that in the event of such variation 
being made as aforesaid, the Vendor will accept and the Purchaser will pay 
such altered prices for the milk thereafter supplied under the terms of this 
contract. 


5. The Vendor hereby warrants each and every consignment of milk 
under this Contract to be pure new milk, sweet, clean and marketable, with 
all its cream and without the addition of any preservative. In the event of 
the Vendor supplying to the Purchaser milk other than milk produced by 
the Vendor’s own cows as stipulated in Clause 1 above the Purchaser shall 
be at liberty to give or send by prepaid registered post to the Vendor written 
notice to determine this contract at the end of seven clear days from the 
receipt of the notice and the Contract shall be deemed to have been deter. 
mined at the end of the said period. 
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6. ‘The Vendor and the Purchaser shall observe and carry out all the 
conditions and regulations endorsed on the back hereof so far as they, are to 
be observed and carried out by the Vendor and Purchaser respectively, and 
such conditions and regulations form part of this agreement. 

7. The Vendor agree(s) to contribute one penny for every one latino 
gallons sent under this contract for the purpose of milk publicity. The 
Purchaser will deduct the contribution each month and forward the sum 
together with an equivalent contribution quarterly to : 

The Secretary, Joint Committee Milk Publicity Fund, 

45, Bedford Square, 
London, W.C.1. 

The Fund shall be used for such milk publicity purposes as may be deter- 

mined*by the Permanent Joint Milk Committee. 


AS WITNESS the hands of the parties the day and year first above 
written. 
(BEGRO,) } cealive «cde tit cerstaspeineneid dite at ePce ots segue tous tle: hates Ses ae ee 


In the presence of :— 
PCGCROGS siicis sks si nsctdaee weno vom econ 
Description. .5.sc00 sas scape nas cuebeetoncess ope gur ge dace este eee eee dee 
CSTQHOC Fo 6.5 og cus. vind wowace s yamine Sea baaie dace ch ke reece ee Sere Sea teen ane 
In the presence of :— 
Address ....... 
Description 


ScHEME FOR THE SALE AND PURCHASE OF MILK FOR THE CoNTRACT YEAR, 
1932-3. 


1. Classes of Milk.—The Scheme divides milk into three categories :— 


Crass I.—Under this class milk will be sold and bought with a 
10 per cent. variation each way from the quantity declared in this 
contract, hereinafter called the ‘‘ declared quantity.” 

Crass II (a).—Under this class milk will be sold and bought with 
a 25 per cent. variation each way from the declared quantity. 

Cuass IT (b).—Under this class there will be no declared quantity, 
and all deliveries will be sold. and bought subject to payment for the 
following percentages of the producer’s monthly deliveries at full 
price and at manufacturing price as hereafter defined respectively :— 


At manufacturing 

At full price. price. 
October, 1932 ie a 15% eS, eee 25% 
November, 1932 ___..... i 85% a iF 15% 
December, 1932 == a8 85% ash A: 15% 
January, 1933 £83 ie 87406 28.3%: bes 124% 
February, 1933 es rf STE% “Woe. tr 124% 
March, 1933 ... ee a 10°% ae: eke 25% 
April, 1933... ee be 70% id £03 30% 
May, 1933... < fa 60% a se 40% 
June, 1933... “i 53 60% ds: Bk 40% 
Fubjy WBA sac ccy ae ba ae There cide ae 
August, 1933... at £E 70% at bi 30% 


September, 1933 oe 5 75% oe ee 25% 
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Should more than 75 per cent. of the total bought by the Purchaser 
from all sources during the contract year be sold by the Purchaser 
for liquid milk purposes the Purchaser undertakes to refund to the 
Vendor at the end of the period of this contract the difference between 
the full liquid milk price and the manufacturing milk price in respect 
of the percentage of the excess sold under this contract. 

2. Declared Quantity.—For the purposes of Classes I and II (a) the declared 
quantity will be the producer’s estimate of his daily deliveries during the 
contract year as set out in this contract. 

3. Monthly Prices——The price per imperial gallon for each month 
during the continuance of the agreement will be as follows for milk delivered 
to the buyer’s station. 

Class I. Class II = Class II (6). 


October, 1932 re ay 1/4 d 1/4 1/4 
November, 1932 a3 i 1/4 ae 1/4 ii 1/4 
December, 1932 oe re 1/5 ae S 1/5 as LSS 
January, 1933 is Ig 1/5 ae 1/5 ae EY ae 
_ February, 1933 an 1% 1/4 ae 1/4 ae 1/4 
March, 1938 ... a ss 1/1 so 1/- eh 1/1 
April, 1933... Sag fe. 1/- sei 1/- ee 1/- 
May, 1933 _... Sa ae 1/- as 11d. sins 1/- 
June, 1933... ae $i 1/- ce Lid. 5% 1/- 
July, 1933... er - 1/- sos 11d. pe 1/- 
August, 1933.. ome set 1/- ce 1/- mee 1/-- 
September, 1933 a 1/1 1/- 1/1 


For purposes of Classes I and IT (a) the deduction j in respect of 
deliveries below or in excess of the declared quantity will be arrived 
at by taking the net deficiency or surplus for each month of the contract 
year.» 

4. Inrespect of all deliveries above the limits of variation above mentioned 
in Classes I and II (a) and in the case of the monthly percentages above 
mentioned in the case of Class II (b) payment shall be made for such excess 
and percentages of Manufacturing Price. In the event of deliveries below 
the limits of variation in Classes I and IT (a) there shall be a deduction at 
the rate 2d. per gallon from the above-mentioned prices in respect of such 
shortage. 

5. Ascertainment of Manufacturing Price—The average price per lb. 
of Canadian and New Zealand Cheese will be ascertained each month by a 
Sub-Committee appointed by the Joint Committee of Producers and. Dis- 
tributors. 

The Manufacturing Price per gallon will be the average price of cheese 
per lb. for the previous month, less 2d., at sender’s railway station, e.g., 
if the Sub-Committee found that the average price of Canadian and New 
Zealand Cheese were 10d. per lb. for any month, the Manufacturing Price of 
milk for the following month would be 8d. per gallon. The minimum price 
of Manufacturing Milk shall be 5d. per gallon. 

6. Creamery Prices.—In the case of milk sold under Classes IT (a) and II(b) 
and delivered into a creamery, the Liquid Milk Price will be subject to a 
deduction of a sum equal to the actual railway carriage and, in addition, 
in the case of Class IT (a) of 1d. per gallon in each month of the contract year 
except in May, when the deduction will be 14d. per gallon, and in the case 
of Class IT (b) of 4d. per gallon. 

These deductions will not apply to deliveries paid for at | ccataditsemes 
Price. 

(Signed) THOMAS BAXTER, 
| National Farmers’ Union. 
EDWIN WHITH, 
National Federation of eee! 
Associations (Incorp.). 
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‘CoNDITIONS AND REGULATIONS HEREINBEFORE REFERRED £0 :— 


1.’ The Vendor shall send with each consignment of milk a ticket in the 
form provided by the Purchaser, stating the date, number of churns .and total 
quantity of milk sent, and warranting such milk to comply with the terms of 
Clause 5 of this Agreement, which ticket shall be signed by the Vendor, or 
with his name, and the receipt of such ticket with a consignment of milk shall 
be deemed conclusive evidence, without further proof, that the said ticket was 
signed and sent by or on behalf of the Vendor and that the said consignment 
of milk was supplied under this Agreement. Such ticket shall comply with 
the regulations imposed by the Railway Companies as to labels attached to 
churns, provided that the Vendor shall not be liable in respect of any alleged 
deficiency in the quantity of milk stated on the ticket unless he shall have 
received notification from the Purchaser of such deficiency within 48 hours 
(Sunday being regarded as a dies non) from acceptance of delivery from the 
railway company by the Purchaser. 


2. The (a) Purchaser/Vendor shall provide suitable churns for the 
conveyance of milk and shall be responsible (except as hereinafter mentioned ) 
for the (a) delivery/supply of sufficient empty churns at the said Farm, 
or when the milk is being sent by rail, at the nearest station to the said Farm. 
The purchaser shall forthwith upon receipt of the milk (or within 

hours from the receipt of the milk) dispatch to the Vendor 
the churns in which such milk was sent and shall be responsible for any delay 
on, his/their part in this respect. In the event of delay in the delivery of 
empty churns at the said nearest station to the Farm by the Railway Com- 
pany neither the Vendor nor the Purchaser shall be held responsible for the 
consequences thereof. The (a) Vendor/Purchaser shall take every care of 
the (a) Purchasers’/Vendors’ churns and return any remaining on hand 
on the last day of the contract and any arriving later to such Pinte as the 
(a) Purchaser/Vendor may direct. 


3. The Vendor shall not be lable for the total or partial failure of the 
supply of milk as hereby provided if such failure shall arise through or from 
the occurrence of infectious disease among the employees or live stock of the 
Vendor, if the Vendor shall have notified the Purchaser in writing of the 
occurrence of the said disease immediately upon its coming to his/their 
knowledge, but the Vendor shall take all reasonable steps to overcome the risk 
of infection and to resume full supply as soon as possible. 


4. In the event of any consignment or part of a consignment of milk 
being unmarketable for any reason the Purchaser may return or otherwise 
dispose of it at his/their discretion provided he/they give notice thereof to 
the Vendor so that such notification is recetved by the Vendor within 48 
hours (Sunday being regarded as a dies non) from acceptance of delivery 
from the railway company by the Purchaser. A consignment or part of a 
consignment shall be deemed to be unmarketable when it is of such a quality 
and in such a condition that a reasonable man, acting reasonably, would 
reject the goods in the circumstances of the case whether he were buying 
for his own use or to sell again. 


5. The Purchaser and his/their representatives shali at all times have 
free access to the cowhouses, farms and premises where the milk is or has 
been produced and full power to examine into the health of the cows and the 
suitability of the water supply and the sanitary condition of the premises, 
should the premises, their surroundings, the water supply or the condition 
or the treatment of the cattle or of milk be such as to render the milk impure 
or unsafe for human consumption, or should the Vendor fail to give effect to 
such recommendations as the Purchaser may reasonably make for insuring 


——- 


(a) Strike out the top or bottom word to meet the case. 
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the sanitary condition of the premises, the purity of the milk and the health 
of the cows, then and in either of such cases the Purchaser shall on giving 
the Vendor notice in writing thereof be at liberty by the same or a subsequent 
notice in writing to suspend the contract until the matter complained of be 
remedied or such recommendations as aforesaid be given effect to, and the 
Vendor shall not be entitled to any compensation in respect of such suspension 
having become necessary or expedient. Should any milk received from the 
Vendor at any time be adulterated or through any wilful act or default 
of the Vendor or his/their servants be deficient in butter fat content or 
non-fatty solids or contain preservative or other foreign matter as certified 
by a Public Analyst, then the Purchaser shall be at liberty at any time there- 
after to refuse to accept any more milk and to cancel this agreement with the 
consent of the Joint Committee or a sub-committee thereof, and the Vendor 
shall not be entitled to any payment or other compensation on account of 
such refusal or cancellation, but without prejudice to any right or remedy 
the Purchaser may have or might have had against the Vendor for any 
breach of this Agreement or otherwise. 


6. COWHOUSES.—These must comply with the requirement of the 
local Sanitary Authorities. 

7. COWS.—The occurrence of any infectious disease among the cows to 
be immediately notified to the Purchaser. No milk shall be sent from the 
cows that :— 


(a) Have calved, until after four clear days from calving. 

(6) Are in bad health. 

(c) Have been physicked, until after 24 hours from such physicking. 
(2) Show any symptoms of disease of the udder. 


8. COWMEN.—To wash their hands immediately before milking ; 
water, soap and towel to be provided for this. To wear a smock and cap 
kept solely for the purpose and washed at least once a week, a place to be 
provided where these are hung when not required. 

A legible copy of rules of milkers is to be kept in a conspicuous place, and 
eare shall be taken to make sure that every person employed upon the farm 
is made acquainted with such instructions and observes the same. 


9. MILK.—AII milk must be strained immediately after milking through 
a strainer, and cooled to a temperature of 60 degrees immediately after it 
is milked. No milk shall stand about in the cowshed nor shall two meals or 
any part of two meals of milk be mixed together in the same churn. 


10. DAIRY UTENSILS.—Milking pails, refrigerator, strainer and all 
dairy vessels are to be thoroughly washed immediately after each time of 
using with :— 

Firstly—Cold water ; 
Secondly—Boiling water and soda. 


Railway churns to be thoroughly cleansed by the Purchaser and, if neces- 
sary, washed by the Vendor with boiling water and soda when received 
empty. 

All vessels are to be placed in a dry, sweet and airy place until again 
required. 

All pails, railway churns or other vessels shall be made of tinned iron or 
steel and none shall be used which, by reason of wear, roughened surface, 
cracks or other causes, are difficult to clean thoroughly. 

11. SICKNESS.—AII sickness of an infectious nature occurring on the 
farm itself or in the dwelling of any person employed in connection with the 
milking shall be at once reported to the Purchaser, and the person or persons 
so affected and all who may be in contact with the person or persons so 
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affected shall be strictly prohibited from coming on the premiags of the farm 
or from taking part in any of the dairy operations. 


12. This Agreement is subject to any contingencies beyond the ‘sci baol 
of the parties hereto, such as strikes, lock-outs, fires, or riots, and in case either 
party is prevented from fulfilling the duties imposed upon him or them hereby, 
or the Purchaser shall be unable in consequence to deal with the milk, then, 
and in such case, so far as is necessary, the operation of the contract shall be 
suspended on notice by either party to the other during the contingency or 
contingencies in question. 


13. If any question or difference shall arise out of or in connection with 
any transaction under this agreement or as to the construction hereof, or 
of any part hereof, the same shall be referred to an arbitrator to be appointed 
by the parties or, except as otherwise provided, to two arbitrators and their 
umpire in accordance with the provisions of the Arbitration Act, 1889. 
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NOTES TO APPENDIX D. 


Note 1.—Authority : 1924/5—The Agricultural Output Reports of England 
and Wales, and Scotland. 


1930/1—Provisional figures supplied by the Ministry of Agriculture and 
Fisheries and the Department of Agriculture for Scotland. 


Note 2.— Authority : 1924/5—The Final Report on the Third Census of 
Production (1924). | 


1930/1—Preliminary Report No. 8 on te Fourth Census of Production 
and the Final Report on the Third Census of Production (1924). 


Note 3.—Preliminary Report No. 8 excludes firms employing 10 persons 
or less. The figures given have been raised to include such firms on the 
assumption that their output bore the same relation to that of firms euployme 
over 10 persons as in 1924. 


Note 4.—The 1924/5 figure of output includes an estimate of 5,000 cwt. 
for cheese returned by value only. 


The 1930/1 figure is based on the statement in Preliminary Report No. 8 
that the ‘‘ quantity of cheese made in these establishments (7.e., factories) 
in 1930 may have exceeded that made in 1924 in the proportion of 3 to 1.” 
To the figure thus calculated is added the output of milk distributing firms. 


Note 5.—In the Reports, this item is shown only in terms of value. The 
output has been estimated on the assumption that the average value of these 
products per cwt. is 20 per cent. higher than the average value of milk- 
powder. 


Note 6.—In Preliminary Report No. 8, it is stated that returns are out- 
standing from establishments that employed 3 per cent. of the total] number 
of persons recorded in 1924. A proportionate allowance has been made. 


Note 7.—An arbitrary figure; relates to wastage elsewhere than on farms. 


Note 8.—These figures are arrived at by deducting from the total net 
production the sales of milk off farms plus milk converted on farms. They 
include cream consumed in farm households and milk wasted on farms. 
The 1924-5 figure differs slightly from those shown in the Agricultural Out- 
put Reports of 1925 because revised conversion figures (shown below) have 
been used. 


Note. 9.—These figures are arrived at by deducting from the total sales 
of milk off farms the quantities of milk converted and wasted elsewhere 
than on farms. They must be used with the utmost caution. 


- Note 10.—Milk Equivalents used in Construction of Table :— 


Gals. of 
whole milk. 

l ewt. of butter = 264°1 
ieee », cheese =2 12:2 
| ae », condensed milk = aes 
ler. », milk powder = 78:5 
i ,, Other milk products =' 84°6 
i gallon of cream sold off farms: = 12°3 
l ,, 4, cream sold by others =~ 1346 
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IMPORTS OF MILK AND MILK PRODUCTS INTO THE 
UNITED KINGDOM. 
_1.—Fresh Milk. 


Imports of fresh milk into the United Kingdom are summarized in the 
following Table :— 








Net Imports.f 


Gross Imports. 
From From 
British Countries. | Foreign Countries, 
Year. 
Total ; Declared 
Per- Per- | Quantity. Quantity. | Value. 
; centage ° centage 
Quantity. of total Quantity. of foul 
imports. imports. 
Gallons. Gallons. Gallons. | Gallons. £ 
1909-13 Nil. — 44,154. 100-0 44,154 44,154 1,902 
(average) 

2 Nil. — 174 100-0 174 174 116 
1923 720,594 100-0 294 0-0* | 720,888 | 720,801 | 30,489 
1924 435,952 99-7 1,413 0-3 437,365 | 437,365 | 26,940 
1925 547,946 99°9 424 O-l 548,370 | 548,326 | 32,537 
1926 798,021 99:8 2,000 0-2 800,021 | 800,021 | 35,983 
1927 880,307 96°6 31,077 3°4 911,384 | 911,384 | 36,348 
1928 979,822 90:4 104,602 9-6 |1,084,424 |1,084,359 | 59,085 
1929 609,307 100-0 Nil. — 609,307 | 609,253 | 36,244 
1930 535,444 100-0 Nil. a 535,444 | 535,444 | 31,493 
1931 757,128 83:8 146,278 16-2 903,406 | 903,863 | 63,712 


* Less than ‘05 per cent. 


Since 1923, there has been an annual net importation of fresh milk into the 
United Kingdom which has varied between 437,365 gallons in 1924 and 
1,084,424 gallons in 1928; the source, in most years of the major part, and 
in 1929 and 1930 of the whole, of these imports has been the [rish Free State. 
This trade is chiefly over the land boundary between the Irish Free State and 
Northern Ireland and, except in special circumstances, very little of the 
supply shown as imported into the United Kingdom enters Great Britain. 
Imports from foreign countries were negligible except in 3 years—viz., 1927, 
1928 and 1931; in these years, imports from the Irish Free State were 
also above the average. The conditions prevailing in the last quarter of 
1931 illustrate the influence that abnormal conditions in the milk market 
in this country may have on imports of fresh milk. During the latter part 
of 1931, the price of accommodation milk in England rose considerably as 
the result of several factors operating in combination, so much so, that, in. 
November and December of that year, a small quantity of fresh milk was 
imported into England from Denmark and Holland. The whole of the 
quantity imported from foreign countries in 1931 was, in fact, received 
during these 2 months. 

These imports, though not a significant feature in the milk marketing 
problem in this country, do, however, indicate that, once the margin between 





¢ Throughout this Appendix, Net Imports mean gross imports less re-exports. 
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prices here and those in nearby countries expands beyond a certain point, 
imports may be attracted. In this connexion, the possibility of improve- 
ments in the means of transport and storage must be borne in mind as well 
as that of a widening margin between the value of fresh milk in this country 
and in neighbouring countries. The assumption that the liquid-milk. market 
is naturally protected is subject to certain limitations, and the suggestion 
that home producers have an absolute monopoly of the home market must not 
be pressed too far. 


2.—Cream. 


The trade in imported cream, including fresh and tinned cream, has 
shown a steady expansion in recent years and, at the present time, is of 
considerable importance, both from the standpoint of quantities and values. 
The trade returns do not distinguish between fresh cream and tinned cream. 
it is understood, however, that the bulk of the cream from the Irish Free 
State is fresh cream ; cream imported from foreign countrics is, for the most 
part, tinned. 

It is difficult to estimate accurately the total sales of cream produced in 
the United Kingdom, but an approximation for the year 1924-5 would be 
somewhere in the neighbourhood of 277,000 cwt.; the imported supplies in 
those 2 calendar years averaged 72,863 cwt. In 1924-5, therefore, the imported 
supply formed but about one-fifth of the total. 

In the Table below the position as regards imports of cream is summarized: 








Gross Imports, Net Imports, 
From — From 
British Countries. | Foreign Countries. 
Year. 
Total -, | Declared 

Per- Per- Quantity. Quantity. Value. 

, . centage . centage 

Quantity.| oF total Quantity. of total 

imports. imports. 
Cwt. Cwt. Cwt. Cwt. | e+ 
1909-13 Nil. — 8,783 100-0 8,783 | . 8,241 | 32,864 

(average) 

1922 Nil. — 11,175 100-0 11,175 11,046 | 86,085 
1923 34,266 75:5 11,092 | 24-5 45,358 45,147 | 237,711 
1924 48,487 83:0 9,929 | 17:0 58,416 57,598 | 318,055 
1925 65,596 73-8 23,258 26-2 88,854 88,129 | 481.955 
1926 64,736 70:3 27,371 29-7 92,107 91,631 | 472.637 
1927 91,288 73:1 33,523 26-9 124,811 | 124,227 | 662,065 
1928 87,779 59-2 60,513 40-8 148,292 | 147,284 | 788,508 
1929 76,650 55-3 61,954 44-7 138,604 | 137,794 | 696,452 
1930 67,155 49-4 68,801 50-6 135,956 | 134,622 | 620,689 
1931 79,473 44-3 99,762 55-7 179,235 | 175,941 | 731,725 


| 





The Irish Free State is the only Empire source of any importance, and 
the yearly imports from this source increased from 34,243 ewt. in 1923 to 
91,253 ewt. in 1927, since when they have declined. 

In the period 1909-13, the most important source of supply was France, 
about 90 per cent. of the total coming from that country. The only other 
sources of any importance were Norway and the Netherlands, the first-named 
being the more important of the two. 

Since 1922, foreign cream has, to an increasing extent, been 
imported from Denmark. The annual quantities from that country 
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have increased steadily since 1922 from 2,062 cwt. to 65,708 ewt. in 1931. 
In the latter year, the Danish supplies accounted for over 65 per cent. of the 
foreign supplies and over 35 per cent. of the total imports. In recent years, 
the second most important source of foreign supplies has been the Nether- 
lands ; Dutch supplies have not expanded consistently from year to year as 
have Danish, nor has the increase between 1922 and 1931. been so great, 
Dutch supplies in 1931 being little more than 40 per cent. of the supplies 
- from Denmark. From 1926 to 1930, small but increasing quantities were 
imported from Switzerland, but in 1931, supplies from this source decreased 
to 4,254 ewt. The quantities imported each year from Norway, which in 
1922 supplied nearly 40 per cent. of the foreign cream, have declined, and, in 
1931, were a negligible quantity. France, which supplied nearly 90 per cent. 
of the total imports in 1909-13, has, since 1922, sent small quantities in a 
few years only, and in recent years, the imports have either ceased altogether 
or been so small as to be unworthy of separate enumeration in the trade 


returns. 


3.—Butter. 


From the point of view both of the value of the produce and the quantity 
of milk used in its manufacture, butter constitutes the most important of the 
imported dairy products. The latest year for which comprehensive informa- 
tion is available of the total home production of butter is 1924-5, in which 
year the quantity produced in the United Kingdom was 853,093 ewt., of an 
estimated value of £8,364,000. The average quantity imported in the two 
years 1924 and 1925 was 5,299,000 cwt., so that home-produced butter— 
87 per cent. of which was made on farms—constituted about 13 per cent. 
of the home supply. A Table summarizing butter imports is given below :— 











Gross Imports. Net Imports. 
From From 
British Countries.| Foreign Countries. 
Year. 
Total ; Declared 
Per- Per- Quantity. Quantity. Value. 
P centage . centage 
Quantity. of total Quantity. of total 
imports. imports. 
a a ek ee 
Cwt. Cwt. Cwt. Cwt. £ 
1909-13 | 946,356 22-7 |3,220,690 77-3: 14,167,046 |4,066,866 |23,426,024 
(average) 
1922 (2,202,310 51:6 2,066,251 48-4 |4,268,561 |3,816,054 {33,880,217 
1923 {2,201,181 43-2 |2,894,330 56-8 = 5,095,511 |4,953,597 42,996,022 
1924 |2,337,058 44-2 |2,950,186 55°38 (5,287,244 |5,096,082 |47,931,621 
1925 {2,989,273 51-1 {2,863,972 48-9 = 5,853,245 [5,502,679 |50,153,654 
1926  |2,467,575 42-4 (3,351,265 57:6 15,818,840 |5,592,190 |46,451,158 
1927 2,329,119 40-0 {3,489,492 60:0 [5,818,611 |5,581,640 |46,293,572 
1928 (2,656,593 43-5 13,456,379 56-5 = |6,112,972 |5,948,490 |50,697,447 
1929 {2,652,543 41-5 13,744,723 58-5 = 16,397,266 |6,274,549 [53,622,728 
1930 {3,079,156 45-0 13,751,464 55-0 [6,821,620 |6,648,419 |45,759,491 
1931 (3,990,033 49-5 /|4,070,035 50-5 = (8,060,068 |7,708,619 |44,335,367 


Se a a a SE Oe Oe 


The United Kingdom market is the most important butter market in the 
world and in recent years has absorbed over 70 per cent. of world exports. 
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During the pre-War period, only 23 per cent. of the imported butter came 
from British possessions, but in recent years this figure has risen to between 
40 and 50 percent. The chief cause for the change has been the increase in the 
quantities imported from New Zealand. The average annual imports from 
this source rose from 304,000 ecwt., valued at £1,693,000, in 1909-13, to 
1,145,000 ecwt., valued at £9,980,000, in 1922-6, and to 1,454,000 ecwt., 
valued at £10,677,000, in 1927-31, representing, respectively, 7, 22 and 22 
per cent. of the average imports from all sources for these periods. Australia 
has also increased her exports to this country as compared with the pre-War 
period, but not on the same proportionate scale as in the case. of New 
Zealand. Nevertheless, Australia ranks after Denmark and New. Zealand as 
the third most important source of supply of imported butter. Since 1923, 
when shipments from the Irish Free State into other parts of the British 
Isles were first classified as imports into the United Kingdom, imports from 
the Irish Free State have fluctuated around the 500,000 ewt. level with a 
slight tendency to increase, except that in 1931 they declined to a low level, 
being 381,028 cwt. only. These three Dominions are the most important 
sources of Empire butter. 


_ The most important source of foreign butter and the most important of 
all countries exporting to the United Kingdom is Denmark. Imports from 
Denmark were slightly smaller in 1922 than in 1909-13, and the proportion of 
the total fell from 40 per cent. in the period 1909-13 to 33 per cent. in 1922. 
Since 1825, however, there have been important yearly increases in the 
quantities of Danish butter imported, though the proportion of the total 
represented by these has stood around the 1922 figure. 


On the average, Argentina ranks as the second most important source of 
foreign supplies, but, during the quinquennium 1927-31, imports from 
Argentina fell as compared with the quinquennium 1922-6. Among other 
sources of supply are two countries worthy of special mention—viz., Sweden . 
and Finland. The annual imports from these two countries, and especially 
from Sweden, although representing only a small proportion of total imports, 
have in the last decade increased remarkably. 


The average per capita consumption of IMPORTED butter in the period 
1909-13 was 10°1 Ib., in the 5 years 1922-6 it was 12°5 lb. and in the years 
1927-31 15°71b., which represent an increase of 24 and 55 per cent. re- 
spectively on the 1909-13 figures. The chief reasons for this increase are 
dealt with in the Ministry of Agriculture and Fisheries. Report on the 
Marketing of Dairy Produce—Part II (Butter and Cream).* The primary 
and immediate cause has probably been the great fall in the price of butter, 
which has led to its substitution for margarine, but over the long period the 
improvement in the quality of imported butter through the regulation of 
quality and packing by organizations in the chief exporting countries has 
been a contributory cause. / 


4. 


Cheese constitutes the second most important class of imported dairy 
produce. During the past decade, the trade in imported cheesc, unlike that 
in imported butter, has remained comparatively stationary. In 1924-5, the 
latest year for which complete statistics of total home production are avail- 
able, the quantity of cheese produced in the United Kingdom was 862,000 
cwt.; in the same years, the average quantity of cheese imported was 
2,993,000 ewt. Allowing for exports of cheese of home manufacture and 
for re-exports, the home-produced product represented about 28 per cent. 
of the home consumption. 
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The position regarding supplies of imported cheese is summarized in the 
‘Table below : : 





Gross Imports. Net Imports. 
From From 
British Countries. | Foreign Countries. 
Year. |. : oe 
Total . Declared 
Per- Per- |Quantity. SHS Value, 

: centage ; centage 

Quantity.) CF total | Quantity.| Ce total 

imports. imports. 

Cwt. | Cwt. Cwt. Cwt. £ 
1909-13 (1,926,171 | 81-6 434,006 18-4 {2,360,177 |2,298,275 | 6,835,918 
(average) 

1922 {2,343,650 88-1 315,695 11-9 (2,659,345 |2,633,371 {12,299,137 
1923 |2,416,320 85-1 422,226 14-9 |2,838,546 |2,797,147 |15,031,560 
1924 |2,536,740 87°9 350,773 12-1 2,887,513 |2,839,648 |13,278,309 
1925 |2,732,431 88-2 366,271 11-8 {3,098,702 |2,959,819 |14,899,831 
1926 {2,604,891 86-4 | 409,164 13-6 = |3,014,055 |2,974,888 |13,717,486 
1927 |2,495,053 84-6 454,029 15-4 = |2,949,082 {2,909,739 |13,277,132 
1928 {2,550,621 84:9 454,616 15-1 3,005,237 |2,974,836 |14,818,658 
1929 |2,576,357 86-0 417,681 14-0 2,994,038 |2,962,001 |13,733,030 
1930 |2,704,721 86:9 407,595 13-1 3,112,316 |3,082,385 |12,455,435 
1931 |2,524,545 87°5 361,249 ‘12-5 2,885,794 |2,856,397 | 8,946,049 


One point of marked difference between cheese imports and butter 
imports is that a very much larger percentage of the former comes from 
Empire sources. Although during the 5 years 1927-31 only 44 per cent. of 
the butter imported has come from British possessions, the corresponding 
figure for cheese is 86 per cent. 

During the years 1909-13, Canada was the most important source of 
Empire-produced cheese, and remained so until as late as 1920 ; the supply 
from this source, however, has declined from an annual average of 1,459,000 
ewt. during 1909-13, to 1,053,000 cwt. during 1922-6, and 774,000 ewt. during 
1927-31. In contrast, there has been a big expansion of the trade with New 
Zealand ; the average annual imports from this source have risen from 
462,000 ewt. during 1909-13 to 1,406,000 ewt. during 1922-6, and to 1,733,000 
ewt. during 1927-31. The change-over in importance between these two 
countries has been so pronounced that to-day New Zealand occupies much 
the same position in the United Kingdom cheese market as Canada did in 
pre-War days. The decline in the Canadian supply appears to be accounted 
for by a falling-off in production and an increase in the domestic demand.* 
At the same time, the remarkable increase in the exports from New Zealand 
is undoubtedly largely the sequel to the systematic steps taken in New 
Zealand to produce a standardized product of reliable quality and to push 
its sale in the United Kingdom market. 

Australia is the third most important Empire source. Imports since 
1922 have been higher than in the period. 1909-13, but they have fluctuated 
considerably from year to year, and over the decade have shown a tendency 
to fall, Annual imports from the Irish Free State since 1923 have declined 
from 5,000 ewt. to about 2,000 cwt. 


* See Report on the Marketing of Dairy Produce—Part I (Economic Series No. 22)s 
p. 35. 
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The two principal foreign sources of imports of cheese are the: Netherlands 
and Italy. Imports from the former have been smaller since 1922 than they 
were in 1909-13, but over the 10 years 1922-31 have remained fairly constant. 
Except in 1922 and 1923, imports from Italy have been considerably higher 
in recent years than in 1909-13. 


The bulk of the imported cheese is of the standardized, hard-pressed 
kinds, which are most easily made by using large-scale factory methods. 
One factor that has undoubtedly been a valuable asset to overseas cheese 
producers in maintaining their position in the United Kingdom market has 
been the attention paid to quality. In practically all the exporting countries, 
systerns have been established for the control of the quality of the exported 
product.- The details of these systems are set out at length in the Ministry 
of Agriculture and Fisheries Report on the Marketing of Dairy Produce, 
Part I*, Chapters VIII and IX. Voluntary efforts have been and are being 
made in this country to improve and standardize the quality of home- 
produced cheese, but there is still no statutory control of quality similar to 
that applied to the greater part of the imported supply. 


5.—Condensed Milk. 
(i) Separated or Skimmed, Sweetened. 


From the point of view of value, condensed skimmed milk is the most 
important of the three classes of imported condensed milk. During the years 
1922-31, the value of the yearly net imports fell below £3 million on only two 
occasions ; in 1931, the value of the imports of condensed skimmed milk was 
nearly double that of condensed whole milk, both sweetened and _, not 
sweetened. 


Imports have shown a remarkable increase in recent years, as is seen 
from the Table below :— 








Gross Imports. Net Imports. 
From From 
British Countries. | Foreign Countries. 
Year. 
ees oa mR Total antitey | Declared 
Per- Per- Quantity. sng ees Value. 
- centage : centage 
Quantity. of total Quantity. of total 
imports. imports. 
{ | | 
Cwt. Cwt. Cwt. Cwt. £ 
1909-13 81 ‘Ol 604,906 99-99 604,987 | 602,520 | 835,352 
(average) 
1,244,641 99-6 1,249,989 |1,248,335 |3,332,858 


1,407,741 | 98-4 {1,430,418 1,426,804 |3,663,593 
1,452,032 | 98-2 1,479,213 11,477,829 |3,457,557 
1,533,995 | 96-1 {1,696,129 11,595,130 |3,206,706 


0-0 

0-4 
1923 22,677 1-6 
1-8 
3-9 
4°5 1,694,077 95:5 1,773,431 |1,772,525 |3,176,066 
2-9 
4-3 
3°6 
3°6 
1-9 


1924 27,181 
1925 62,134 
1926 79,354 
1927 54,513 
1928 83,120 
1929 71,376 
1930 70,666 
1931 38,827 |. 


1,800,246 | 97-1 {1,854,759 |1,854,577 |3,271,482 
1,867,905 | 95-7 {1,951,025 |1,950,403 |3,371,723 
1,915,517 | 96-4 {1,986,893 |1,985,108 |3,107,435 
1,901,766 | 96-4 |1,972,432 |1,972,334 |2,828,301 
2,046,708 | 98-1 [2,085,535 |2,085,436 |2,801,212 





i 
1922 5,348 
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In 1922, the volume of the imports was double, and in 1931 more than 
treble, that of the years 1909-13. It 1s understood that only very small 
quantities of this product are at present manufactured in this country. 

Another feature of the trade is that the source of supplies is almost 
entirely outside the British Empire. The slight rise in the proportion coming 
from the British Empire since 1922 is due to the inclusion of supplies from 
the Irish Free State, from which imports during the past decade have slightly 
increased. In 1929 and 1939, imports from this source were around 70,900 
cwt., but in 1931 fell to less than 39,000 cwt. 

The Netherlands occupies a predominant position as a supplier of 
condensed skimmed milk to this country. In 1922, imports from the 
Netherlands amounted to 901,452 ecwt., and since that vear they have 
increased steadily until, in 1931, they amounted to 1,827,907 cwt. The only 
other foreign source of any importance is Denmark, but, since 1922, the 
quantities imported annually from that country have shown a tendency to 
fall. 

Condensed skimmed milk is a by-product of the butter-making industry; 
condensing (under which drying may for this purpose be included), skimmed- 
milk cheése-making and feeding to livestock are the principal outlets for 
the utilization of skimmed milk. Where large supplies are available it is 
worth while using them in one of these ways so long as the resultant product 
contributes, to however small an extent, to the overhead charges of the 
primary industry, and there is little doubt that much of the supply entering 
this country competes on this costing basis with other condensed milk 
products and even with fresh milk. 


(ii) Whole Sweetened and Not Sweetened. 


The trade in imported condensed whole milk, if sweetened and not 
sweetened are taken together, has shown some expansion in the last decade as 
compared with pre-War years. During 1909-13, the average quantity (net) of 
condensed whole milk imported vearly was 479,239 ewt., valued at £1,050,323, 
whereag, since 1922, with the exception of 1923 (when imports reached the 
record figure of 804,076 cwt.), the yearly quantities have fluctuated round about 
662,000 cwt. 

Imports of eondensed whole milk represent the smaller part of the total 
home supply. In 1924 the total production of condensed milk in the United 
Kingdom amounted to 783,000 ewt., which was nearly 11 per cent. more 
than the quantity imported during that year ; the home-produced supply was 
valued at £2,932,000, which was approximately 35 per cent. greater than the 
value (declared at the ports) of the imported supplv.* 

Although the trade in imported condensed milk as a whole has remained 
comparatively steady since 1922, and has increased but slightly since pre- 
War days, there have been important changes in the trends of the imports 
of the two classes of condensed whole milk. 








* The basis of valuation may not be strictly comparable, and too much importance 
should not be attached to this comparison. 
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(a) Sweetened.—The position as regards imports of condensed whole 
milk, sweetened, is summarized in the Table below :— 











Gross Imports. Net Imports, 
From From 
British Countries. | Foreign Countries. 
Year. Ay 
—_————=|_ Total | Quantity.| Declared 
Per- Per- Quantity. Value. 
: ; centage 
Quantity. si Quantity. eh ite sh 
imports. imports. 
weer , 
Cwt. Cwt. Cwt. Cwt. £ 
1909-13 177 0-04 463,624 99-96 463,801 | 435,355 | 974,906 
(average) 
1922 73,892 20-0 295,874 80-0 369,766 | 355,579 |1,440,702 
1923 24,181 6-0 376,526 94:0 400,707 | 397,867 |1,302,059 
1924 30,732 9-7 286,271 90-3 317,003 | 313,605 | 993,978 
1925 24,255 8-4 265,288 91-6 289,543 | 287,926 | 846,262 
1926 19,187 7:5 237,946 92-5 257,133 | 254,678 | 636,521 
1927 14,189 5-6 239,083 94-4 253,272 | 252,239 | 604,815 
1928 15,988 5-4 281,027 94-6 297,015 | 296,296 | 712,230 
1929 20,467 7:9 237,954 92-1 258,421 | 257,975 | 597,785 
1930 22,980 10-1 203,686 89-9 226,666 | 224,813 | 481,962 
1931 11,187 4-9 218,459 95-1 229,646 | 228,350 | 448,134 


The most important sources of supply during the years 1909-13 were 
Switzerland, the Netherlands and Norway; on the average, about 70 per 
cent. of the total imports came from the first-named country and about 
22 per cent. from the Netherlands. 

Since 1922, the most important source of foreign supply has been the 
Netherlands ; the annual quantities have fluctuated somewhat around an 
average of 161,000 cwt. During the same period, Switzerland was the 
second most important source of foreign supplies, though the annual quanti- 
ties imported from that country were less than in pre-War years. Denmark 
is the other foreign source of importance, the annual quantities since 1922 
being steady around an average of 28,000 cwt. Imports from Norway, 
which in 1909-13 was the third most important source, have, since 1922, 
been reduced to negligible quantities. 


During 1909-13, the imported supplies of condensed milk, whole, sweetened, 
came almost entirely from foreign countries. 


Since 1922, Empire supplies have provided a greater part of the total. 
The large proportion of Empire supplies in 1922 was due to imports from 
Australia and Canada, which amounted to 32,245 cwt. and 38,395 cwt. 
respectively ; in addition, New Zealand sent 1,264cwt. and the Straits 
Settlements 1,988 cwt. Since that year, Canada has been the only one of 
the above-mentioned countries that has consistently sent any considerable 
quantities, and these have declined from 38,395 cwt. in 1922 to 5,147 ewt. 
in 1931. 

Between 1923 and 1931, the Irish Free State has exported each year to 
the United Kingdom quantities of sweetened condensed whole milk; the 
amounts have ranged from as low as 238 cwt. in 1927 to 5,860 ewt. in 1931. 


(b) Not Sweetened.—In contrast to the decline in the trade in imported 
condensed whole milk, sweetened, imports of condensed whole milk, not 
sweetened, have been very much greater in the years since 1922 than inv 
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pre-War years; since 1923, the yearly totals have remained comparatively 
steady. The imports are summarized in the Table below :— 








Gross Imports. Net Imports. 
From From 
British Countries. | Foreign Countries. 
Year. | 
Total 4. | Declared 
Per- Per- Quantity. Pay Value. 

: centage . centage 

Quantity. of total Quantity. of total 

imports. imports. 

Cwt. Cwt. Cwt. Cwt. £ 
1909-13 201 0-4 56,911 99-6 57,112 43,884 75,417 
(average) 

1922 11,522 4:3 258,584 95-7 270,106 | 245,025 | 658,657 
1923 38,348 9-0 388,180 91-0 426,528 | 406,209 |1,181,373 
1924 51,297 12-3 366,870 87°7 418,167 | 390,521 |1,184,023 
1925 40,973 11-5 314,989 88-5 355,962 | 327,180 | 939,984 
1926 57,438 15-9 304,320 84-1 361,758 | 357,239 |1,006,437 
1927 74,3706 18-1 337,115 81-9 411,485 | 407,055 |1,147,697 
1928 | 43,502 ; 10-2 381,904 89-8 425,406 | 422,022 |1,152,803 
1929 18,754 4:6 386,633 95-4 405,387 | 400,872 |1,085,094 
1930 | 18,780; 4-7 384,187 95-3 402,967 | 398,991 | 989,495 
1931 34,603 | 7-2 448,976 92-8 483,579 | 476,589 |1,068,464 


During the years 1909-13, over 75 per cent. of the total imports came from 
Norway, the other sources of any importance being Switzerland and the 
Netherlands. 


Between 1922 and 1928, the most important source of foreign supplies 
was the United States, imports from which during 1922-6 represented, on 
an average, 75 per cent. of the total. In 1929 and 1930, however, the quanti- 
ties imported from the United States fell considerably, and the Netherlands 
assumed the place of first importance, a position which was again held by 
the United States in 1931. The yearly quantities imported from the Nether- 
lands have increased steadily from 3,748 cwt. in 1922 to 158,314 cwt. in 
1929; 1931 showed a small decrease to 154,875 cwt. 


Norway, the most important source of supply in the years 1909-13, was 
reduced to third place in importance in 1922, after which the yearly quantities 
declined until 1926, when Norway ceased to figure separately in the trade 
returns. In 1922 and 1923, Denmark was the second most important source 
of foreign supply, the quantities being 22,998 cwt. and 19,166 cwt., respec- 
tively. The quantities imported yearly from this country, however, have 
fluctuated very much from year to year with no definite tendency to increase 
or decrease. 


Since 1922, the proportion of the total imported from the British Empire 
has been larger than in the pre-War period ; it rose as high as 18°1 per cent. 
in 1927 but has since declined. The only Empire source of any importance 
has been Canada; the yearly quantities imported from this source increased 
from 11,474 cwt. in 1922 to 73,756 cwt. in 1927; since then they have 
declined and in 1931 amounted to only 24,489 cwt. Beginning in 1926 
with 72 cwt., small but increasing quantities have been imported from the 
Irish Free State. 
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6.—Dried Milk. 

Imports of dried milk are of three kinds—viz., milk-powder, not sweetened 
milk-powder, sweetened, and other kinds of preserved milk comprising various 
prepared milk foods. The greater part of the milk powder is used by bakers 
and confectioners, although some portion of it is used in making re-constituted 
milk and cream which are the chief sources of milk supply on ‘ocean-going 
vessels. In 1924, the total production of milk-powder, sweetened and not 
sweetened, in the United Kingdom amounted to 123,000 cwt., valued at 
£671,000. In the same year, the net imports amounted to 84,235 cwt., 
valued: at £234,651. 

Comparison between the home production of ‘‘ other milk products ’’ and 
the net imports of “‘ preserved milk, other kinds,”’ is not possible. 


(i) Milk Powder, Not Sweetened. 


The most important of the three classes of imported dried milk products 
is milk powder, not sweetened, which is manufactured from skimmed milk ; 
the import statistics in respect of this product are summarized in the 
Table below :— 


—-—__. 


Gross Imports. Net Imports. 





From From 
British Countries. | Foreign Countries. 
Year. 
Total Declared 
Per- Per- Quantity. Reesnanty Value. 
Quantity Se7MH | Quantity centage 
imports. imports, 
Cwt. Cwt. Cwt. Cwt. £ 
1909-13 4,368 14'°8 25,158 85-2 29,526 28,405 52,789 
(average) 

1922 62,932 79-8 15,892 20-2 78,824 67,914 | 247,004 
1923 62,418 74-1 21,858 25-9 84,276 61,067 | 227,544 
1924 76,041 74:3 26,296 25-7 102,337 84,183 234,314 
1925 98,263 71-5 39,225 28-5 137,488 94,656 290,442 
1926 55,758 41:3 79,410 58-7 135,168 | 129,009 | 359,369 
1927 79,635 57-8 58,159 42-2 137,794 | 131,769 333,654 
1928 113,353 56:8 86,353 43-2 199,706 | 179,567 457,791 
1929* | 148,703 56-5 114,345 | 43-5 263,048 245,659 | 625,731 
1930* | 120,987 48-3 129,453 61-7 250,440 | 233,109 548,301 
1931* | 152,056 43-1 200,596 56-9 352,652 | 339,147 | 640,802 





* The figures for these years are not strictly comparable with those for earlier 
years as the returns for 1929-31 include quantities of dried milk previously classified 


as “ preserved milk, other kinds,” 


(See Table on page 212.) 


A feature of this trade is the steady increase that has taken place since 


1922. 


Further, since 1922 a diminishing proportion of the total supplies 


has been imported from the British Empire, although the proportion is 


still much greater than in the pre-War period. 


In 1909-13, the only Empire sources of any importance were Victoria 
(Australia) and New Zealand ; the average annual quantity imported from 


the former was about 2,500 ewt., and from the latter, 1,560 cwt. 


Since 1922, 


the greater part of the Empire supplies have come from New Zealand ; 
for 1922-6, the average annual quantity was 51,600 cwt., and for 1927-31 
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it was 85,500 ewt. The second most important source of Empire supplies 
during the past: decade has been Canada, but, compared with the trade with 
New Zealand, the quantities have been very small, although during the past 
4 years they were considerably greater than in previous years. The imports 
from Australia (the bulk of which is manufactured in Victoria) have fluctuated 
considerably from year to year and, over the period, have shown a tendency 
to decline. 


In the years 1909-13, the Netherlands and Sweden were the two chief 
sources of foreign supply, although numerous other countries exported small 
quantities annually to the United Kingdom. Since 1922, the Netherlands 
has occupied an increasingly important position and, in 1931, imports from 
that country reached the record figure of 100,169 cwt., which represented 
almost 50 per cent. of the total foreign supply, or nearly 29 per cent. of the 
total imports. There have been small and fluctuating quantities imported 
from Denmark and from the United States. Small annual quantities are 
also imported from France and Switzerland. 


(11) Milk-Powder, Sweetened. 


The quantities of imported milk-powder, sweetened, are quite small, 
as the Table below shows. The most important single source of supply 
since 1922 has been New Zealand. 





Gross Imports. ; Net Imports. 
From From 
British Countries. | Foreign Countries. 
Year. 
oe Total -_ {Declared 
Per- Per- Quantity. Quanity: Value. 
-..| centage ° centage 
Quantity) oF total | Quertity-| oF total 
imports. imports. 
Cwt. Cwt. Cwt. Cwt. £ 
1909-13 Nil. — 20 | 100-0 20 9 37 
(average) 
1922 Nil. — Nil. — Nil. Nil. Nil. 
1923 7,400 99-9 DE “1 7,411 7,391 54,833 
1924 Nil. — 57 | 100-0 57 52 337 
1925 31 91-2 3 8-8 34 33 164 
1926 Nil. | — 1 | 100-0 I 1 It 
1927 Nil. — 32 | 100-0 32 30 151 
1928 62 98-4 1 1:6 63 58 124 
1929* 16,468 99°96 7 04 16,475 16,475 | 100,343 
1930* 14,359 99-97 5 03 14,364 14,364 82,248 
1931* 8,106 | 100-0 Nil. — 8,106 8,066 44,367 


I | 5 


* The figures for these years are not strictly comparable with those for earlier 
years, as the returns for 1929-31 include quantities of dried milk previously classi- 
fied as ‘‘ preserved milk, other kinds.”” (See Table on page 212.) 


(iii) Maik Preserved, Other Kinds, Not Sweetened. 


The greater part of these products is made from half-cream milk. As 
compared with the years 1909-13, there was a considerable increase in the 
quantity and value of the imports in 1922, and since then the Empire 
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has supplied the greater proportion of the total. The Table below gives, in’ 
summary form, the most important statistics of this trade :— . 





Gross Imports. Net Imports. 








From From 
British Countries. | Foreign Countries. 
Year, é | ‘ 
ONTOS ES I CITE yap! Ps 2 ° 
Per- Per- | Quantity, aon geile A 
° e og 

Quantity SOMES | Quantity, Seiad 

imports. imports. 

_ Cwt. | Cwt. Cwt. {| Cwt. 27 
1909-13 915 10-9 7,517 89-1 8,432 7,037 7,066 
(average) 

1922 88,645 98-1 1,720 1-9 90,365 83,168 | 624,252 
1923 | 24,025 97°7 578 2°3 24,603 18,958 | 122,828 
1924 | 16,541 97:7 391 2°3 16,932 9,883 | 63,304 
1925 32,950 96-4 1,244 3:6 34,194 27,016 | 197,176 
1926 27,866 94-8 1,533 5-2 29,399 23,429 | 141,490 
1927 25,516 95-5 1,193 4-5 26,709 19,961 | 108,721 
1928 31,523 92-5 ° 2,550 75 34,073 27,509 | 159,454 
1929* 699 14-2 4,213 85-8 4,912 3,360f| —336{ 
1930* 369 15-6 | 1,991 84-4 2,360 2,163 3,390 
1931* 345 6-8 4,755 93-2 5,100 4,959 | 10,770 





ns 


* Owing to changes in the method of classification used in the trade returns, the 

figures for 1929-31 are not comparable with those of previous years. From 1929 
onwards, quantities of dried milk previously classified as ‘‘ milk preserved, other 

kinds, have been treated as either “ milk powder, sweetened ”’ or ‘‘ milk powder 
not sweetened.” (See Tables on pages 210 and 211). These years must be omitted 
in the examination of sources of supply, but it appears that no increase took place 
in the total imports during these years and it is probable that the chief sources of 
supply were the same as before. 

ft On the basis of the average declared value of the gross imports, the market 
value of this quantity may be estimated at £10,584. 

{ Re-exports in excess of imports. 


The small quantities that were imported from the British Empire in 
1909-13 came exclusively from Australia. Since 1922, however, the bulk 
of the Empire supplies have been imported from New Zealand; between 
1922-8, 90 per cent., on the average, of the total imported supplies came from 
that source. The only other Empire source of supply of any importance was 
Australia. 


The trade returns do not distinguish between the sources of foreign supply, 
but no single country can be of any importance, since the quantities involved 


are very small. 


7.—Values and Fresh Milk Equivalents of Imported Supplies, 


The seriousness of the competition of imported supplies of milk and milk 
products may be measured by two standards. The value of the imports 
provides the first standard, the importance of which lies in the indication of 
the purchasing power that might be retained at home. The milk equivalent 
of the imports provides the second standard, and from this may be gathered 
some idea, of the possibilities of expansion on the production side of the 


ot ae 
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industry. In the following paragraphs these two standards are applied to 
imports in the years 1929-31, a distinction being made between Empire and 
foreign supplies. 


(i) The Value of Imports. 


During the 3 years 1929-31, the average declared value of the net imports 
of fresh milk and milk products amounted to approximately £65,493,000 ; 
of this, butter alone accounted for £47,906,000, and cheese for £11,712,000 ; 
the only other single item of importance was condensed separated milk, which 
was valued at £2,912,000. 

The average yearly value of foreign imports* only was more than half 
the total, amounting to £34,452,000, of which butter accounted for £27,783,000, 
cheese for £1,723,000, and condensed milk, separated, for £2,814,000. 


(ii) The Fresh Milk Equivalent of Imports. 


The quantity of milk that would be used by the home producer to manu- 
facture the whole or a part of the imported supplies has been ascertained by 
applying the conversion figures given in the Table on page 214. 

The estimated milk equivalents of the average annual gross and net 
imports of fresh milk and milk products in 1929-31 are shown in the Table 
on page 215. 

On the average, nearly 353 million gallons of whole milk were imported 
and retained in the form of fresh milk, cheese, condensed whole milk, and whole 
milk-powder. The net imported supplies of butter and cream represented 
nearly 1,833 million gallons of whole milk, but, actually, the imported products 
accounted for only the cream of this milk, the residue being retained in the 
country of manufacture or exported in some other form. Part of the skimmed 
milk derived from butter-making was imported in the form of condensed 
skimmed milk and milk powder made from skimmed milk ; the net imports of 
these products were equivalent to 100 million gallons of skimmed milk. Finally, 
there were some 300,000 gallons of half-cream milk imported in the form of 
preserved milk of various kinds. Balancing the imports of skimmed milk 
against an equal quantity of milk of which only the cream was imported, 
and treating the 300,000 gallons of half-cream milk as whole milk (the differ- 
ence does not materially affect the figures when dealing in millions of gallons), 
the average annual net imports of milk and milk products in 1929-31 repre- 
sented some 453 million gallons of whole milk, and the cream from 1,732 
million gallons of whole milk. The replacement of these supplies would 
require approximately 2,185 million gallons of whole milk, but this quantity 
of milk would not only produce the equivalent of the imported dairy produce, 
but leave a balance of skimmed milk obtained from 1,732 million gallons of 
whole milk, which would be available for feeding to livestock or manufacture 
into skim-milk products,f 


*It is not possible to estimate the average value of the net imports coming 
from foreign countries, and in so far as some of this produce is re-exported, the 
values here shown may be too high. The difference, however, is not likely to be 
great. 

+ There would also be quantities of butter-milk and whey available for stock 
feeding; 
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The position may be summarized as follows :— Million 

: gallons. 
Whole milk, imported as fresh milk, half-cream milk, cheese, 

condensed whole milk and whole milk powder oS z 352°93 
Whole milk, the butter-fat of which is imported in the form of 
butter or cream and the skimmed milk as condensed milk, 


separated or skimmed, or skimmed milk powder... 4a 99°92 
Whole milk, of which butter-fat only is a a nase x: skim 

milk in the country of origin... +t Ves 1, 732°49 
Total milk (wholly or partly used in production of imports) w» 2,185°34 


(iii) Imports from Foreign Countries. 

The average total gross imports from foreign countries of fresh milk, 
cheese, condensed milk, whole, and milk powder, whole, represented some 
62 million gallons of whole milk; butter and cream represented the cream 
of 1,023 million gallons of whole milk ; there were some 80 million gallons 
of skim milk imported as condensed milk, separated or skimmed, or milk 
powder made from skimmed milk, and about one-third of a million gallons 
of half-cream milk. The last item is ignored in the following calculations, 
which are in terms of millions of gallons. 

The replacement of the foreign supplies would have required approximately 
1,085 million gallons of whole milk, but from this quantity of milk there would 
remain a balance of skim milk obtained from 943 million gallons of whole 
milk, available for feeding to livestock or for manufacture. 

The average yearly production of milk in the United Kingdom in 1929-31 
may be estimated at about 1,525 million gallons ; as compared with this, the 
average net imports of milk and milk products represented 2,185 million 
gallons—i.e., nearly one-and-a-half times the total home production. Of this, 
foreign countries contributed an average of something less than 1,085 million 
gallons, or about 70 per cent. of the total home-produced milk. These 
comparative figures indicate the margin for expansion of milk production 
in the United Kingdom. 


CONVERSION TABLE. 


CONVERSION FIGURES USED IN THE CALCULATION OF FRESH MILK EQUIVALENT 
oF ImportED MiLK AND MILK Propwcrts. 





Fresh Milk. 
1 ewt. of : gallons. 
Fresh milk aa “a ee 10°87 
Cream (from the Trish Free State) ao es ay: dO) 
Cream (from other sources) -- a me 3 68°00 
Butter ee ae rae ee a an ws. 264 TO 
Cheese a5 a o ays ee S ALT2320 
Condensed milk, whole eas ites S ae ce 27°20 
Milk powder, sweetened ... te zt cae 5h 78°50 

Skimmed Milk. 

1 ewt. of: 

Condensed milk, separated or skimmed sd sak 32°10 
Milk powder, unsweetened sa ik ae ..  118°60 


Half-cream Milk. 
1 ewt. of : ; 
Preserved milk, other kinds wale ee cae ay 84°60 
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The Average Annual Gross Imports of Milk and Milk Products from British 
and Foreign Countries, * and the Average Annual Net Imporis from All Sources, 
and the Milk Equivalents of these Imports, for the years 1929-31. 





Gross Imports. | Net Imports. 
British eee! Total Total 
‘Product Countries, Countries. ; é 
Milk Milk Milk Milk 
sei Equiva- fe” Equiva- age: Equiva- oe Equiva- 
ys ent. f lent. mys lent. WY | lent. 


000 | Million | 000 | Million | 000 | Million | 000 { Million 
cwt. gals. ewt. | gals. cwt. | gals. ewt. | gals. 


Fresh Milk ... 59 0-64 4 0-04. 63 0-68 63 0-68 
Cheese .-- | 2,602 | 291-94 395 44-32 | 2,997 | 336-26 | 2,967 | 332-90 
Condensed Milk, 

whole aie 42 1-14 627 17-06 669 18-20 663 18-03 
Milk Powder, 

sweetened ... 13 RO? j- -— — 13 1-02 13 1-02 
Butter ... | 3,238 | 855-16 | 3,855 |1,018°10 | 7,093 |1,873-26 | 6,877 |1,816-22 
Cream (Trish)... 74 His |= — 74. 11-18 73 11-02 
Cream (Other) — — 77 5:24 TT 5°24 76 517 


Preserved Milk, 

other kinds 

(half-cream) 0-5 0:04 | 36 0-31 4+] 0-35 | 35} 0-30 
Total of Whole 

Milk Equiva- 

lent ... ae 
Condensed Milk, 

separated or 

skimmed ... 60 1-93 | 1,955 62-75 | 2,015 64-68 | 2,104 67-54 
Milk-Powder, 

unsweetened 141 16-72 148 17-55 289 34-27 213 32°38 
Total of 

Skimmed Milk 

Equivalent ... — 18-65 a 80-30 — 98-95 — 99-92 


* Tt is not possible to calculate exactly the net imports from foreign and British 
countries, respectively. 

+ The conversion figures used in the calculation of these milk equivalents are 
shewn on page 214 and were supplied by the Ministry of Agriculture and Fisheries, 
and show the approximate quantities of milk that would be required to manu- 
facture the products in this country. A certain margin of error must be allowed 
for in any computation of this kind. 
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‘ IMPORT DUTIES ON MILK AND MILK PRODUCTS, 


Summary of the Duties chargeable on 1st January, 1933, on Milk and 
Milk Products «mported into the United Kingdom from Foreign 
Countries and the Irish Free State. 





Foreign Countries. Trish Free State. 





Under Import | Under Ottawa |Under Irish Free} Under Import 


Product. Duties Act Agreements | State (Special Duties Act 
in operation Act, 1932, Duties) (No. 2) | in operation 
on Ist March, | in operation Order in on 
1932. on operation on |15th November, 
17th November, | 9th November, 1932. 
1932.t 1932, 
Milk... ... |10% ad valorem | No provision — 10% ad valorem 
made. 
Butter ... nee * 15s. per cewt. | 30% ad valorem do.¢ 


(about 13% 
ad valorem) 


Cheese ... =i id 15% ad valorem — do. 
Cream ... ... |10% ad valorem| No provision | 30% ad valorem do.¢ 
made. 
Milk Condensed, . 6s. per cwt. — do, 
not sweetened, (about 13% 
whole. ad valorem) 
Milk Powder, not a 68. per cwt. — do. 
sweetened. (about18% 
ad valorem) 
Milk Preserved, a 6s. per cwt. mie do. 
other than 
condensed or 
powder, not 
sweetened, 
Milk Condensed, * 5s. per cwt. — do.f 
sweetened, (about 13% 
whole. ad valorem)* ; 
Milk, Condensed, | 10% ad valorem| No provision — 110% ad valorem 
sweetened, | or the sugar made. _or the sugar 
separated or | duty, which- duty, which- 
skimmed. ever is the . ever is the 
greater. greater, 
Milk Powder, | 10% ad valorem| No provision — do. 
sweetened. | or the sugar made. 
duty, which- 
ever is the 
greater. 
Lactose (Sugar of | 10% ad valorem| No provision — 10% ad valorem 
Milk). made. 





* The Ottawa duties supersede any duties under the Import Duties Act. 

+ In addition to any duty payable on the sugar content. 

~ The ad valorem equivalents are based on 1931 average declared values. 

éIn addition to the duty payable under the Irish Free State (Special Duties) 
(No. 2) Order. 

Nort.—The Ottawa Agreements Act continues, for three years from 15th 
November, 1932, the provisions in the Import Duties Act for the free entry into the 
United Kingdom of butter, cheese and other milk products from Canada, Australia, 
New Zealand, Union of South Africa, Newfoundland and Southern Rhodesia. 
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APPENDIX G. 


~ 


MEMORANDUM ON THE SCOTTISH MILK AGENCY,LIMITED. 


Previous to 1927, the price of milk in the Glasgow area was fixed by a 
joint conference of the Milk Committee of the Scottish National Farmers’ 
Union and representatives of distributive and manufacturing organizations. 
‘The National Farmers’ Union was concerned merely with the fixing of a reason- 
able price and the settlement of the general conditions under which milk 
should be sold ; it took no part in finding a market for producers who were 
unable to arrange contracts. This arrangement was subject to two main 
weaknesses—firstly, though a price was fixed, there was no guarantee that 
distributors would pay it, and, secondly, there was no provision for the dis- 
posal of surplus on an equitable basis. 

Under the auspices of the National Farmers’ Union, the Scottish Agri- 
cultural Organisation Soeiety and the Farmers’ Dairy Co-operative Associa- 
tion, the Scottish Milk Agency, Ltd., was registered under the Industrial 
and Provident Societies Acts in October, 1927, and commenced operations 
in the Glasgow milk shed on November 1 of that year. 

The objects of the Agency were to secure a market for the milk produced 
by its members and to make provisions for the disposal of supplies surplus 
to the requirements of the liquid market. 

Membership was open to societies, associations, companies and individual 
milk producers who signed the Agency’s form of contract and were admitted 
by the Committee of Management. Every producer of milk had to take out 
at least one share in the Agency and every corporate member one share for 
each supplying producer of milk. 

The Committee of Management consisted of 12 members—6 representing 
farmers’ co-operative dairy associations and 6 representing individual pro- 
ducers—with a neutral Chairman elected annually by the Committee of 
Management. On questions voted on at meetings, each corporation had one 
vote for every supplying producer. 

Every member had to enter into a contract with the Agency, for a period 
of 3 years, to sell through the Agency all milk which would normally be sold 
in liquid form, and to sell no milk in liquid form without the written sanction 
of the Agency. The Committee of Management, however, agreed not to 
disturb, without good reason, relations existing between producers and 
distributors, and permitted contracts between individual producers and 
distributors provided such contracts were registered with the Agency. 

Members were required to declare on their contract forms when entering 
the Agency the average daily quantities supplied in each month for the 
3 previous years. For these basic quantities, with a variation of 10 per 
cent. either way, members were paid the liquid-milk price. The Committee 
of the Agency had power to pay a lower price for quantities in excess 
of this limit and to make deductions for shortages. There was no premium 
for uniform production, but members who had an abnormal variation in 
their monthly deliveries were required to accept a lower price for a proportion 

of their supplies. 
: Producer-retailers were eligible for membership on payment of a sub- 
scription of 5s. per cow, and the Agency undertook to purchase at manufac- 
turing rates any surplus left on their hands. Producers of graded milk could 
also become members of the Agency, and they were paid whatever their 
milk realized as ‘‘ graded,”’ less the levy paid by the ordinary producers. Any 
‘* graded ’’ milk SURPLUS only qualified for the ordinary manufacturing price. 

It was decided not to start the Agency unless 60 per cent. of the milk 
production in the Society’s area was guaranteed ; in the first month’s opera- 
tions, it was estimated that this proportion of the total was being consigned 
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from 1,200 individual members, and 600 members consigning through 
14 creameries. . 

To meet the working expenses of the Agency and to provide for Compensa- 
tion, Reserve and Development Funds, members had to allow the Agency 
to deduct an agreed amount per gallon. It was estimated, when the scheme 
was floated, that this deduction would range from 3d. to 1d., and in any case 
would not exceed the latter figure. 

All sales of milk by members were registered with the Agency and the 
latter guaranteed payment for all such registered sales. AJ] accounts for 
milk supplied by members, whether as individuals or through corporations, 
had to be paid to the Agency, which in turn paid the members after making 
the necessary deduction per gallon. The amount of this deduction depended 
primarily on the liquid and manufacturing prices and on the amount of milk 
handled in these two classes. When a member was unable to sell as liquid 
milk the supplies usually sold as such, he received from the Agency the liquid - 
milk price less the amount of the levy. 

Creameries which were members of the Agency were under an obligation 
to accept all unsold milk at agreed manufacturing prices. The creameries 
could manufacture this milk in whatever way they pleased, but they could not 
sell it liquid without the consent of the Agency. Any profit resulting from 
conversion was the property of the creamery concerned ; similarly, any loss 
sustained fell upon the creamery. The Agency might, however, in special 
cases make an allowance to creameries in respect of losses incurred in manu- 
facturing on the instructions of the Agency. 

In the case of milk sold liquid by creameries, the deduction per gallon 
was fixed at one-half the amount levied on the supplies of individual members. 
The abatement was made on account of the services rendered by creameries 
to their members and. the use of their plant in disposing of surplus. This 
arrangement with creameries, however, had unforeseen results. Distributors 
contracted short, and many producers were forced to send to creameries 
supplies which were necessary for the liquid-milk market ; this caused the 
Agency considerable loss of revenue which had not originally been contem- 
plated. 

Though sales of milk were registered with the Agency, contracts continued 
to be negotiated between individual producers and distributors. The pro- 
ducer might himself find his own buyer or require the Agency to find a market 
for him and register a contract on his behalf. 

The Agency took a wide view when the question of prices came to be deter « 
mined. Most producers’ organizations or local joint committees have con- 
tented themselves with fixing producers’ prices on the understanding with the 
Dairymen’s Association that certain retail prices would apply, but, at the 
' commencement of the Agency’s operations, an agreement was reached between 
the Agency and the Glasgow and District Dairymen’s Association by which 
producers’, wholesalers’ and retailers’ prices were fixed for a year ahead. 
All prices were uniform for 9 months of the year, but lower by 4d. per gallon 
in the months of May, June and July. The producers’ price was fixed for 
milk delivered to the buyer’s railway station or to such a point that the cost 
of transport was approximately the same as to the railway station. Certain 
premiums and deductions were allowed, viz. :— 


(a) An additional 1d. per gallon for milk delivered at the dairyman’s 
premises before 6.30 a.m. 

(b) A deduction of 1d. to 14d. per gallon in cases where the purchaser 
collected the milk within 30 miles of Glasgow. 

(c) Special rates for brine-cooled, pasteurized and accommodation milk 
to be settled by the Joint Committee. 

(zd) In selling its members’ milk, the Agency was to have regard to special 
quality, such as butter-fat content. 
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Distributors purchasing milk through the Agency had to undertake to 
purchase all their supplies through that channel unless at the time of entering 
the Agency they had prior contracts with non-members, in which case those 
contracts were allowed to continue. This clause was introduced to prevent 
distributors from using the Agency exclusively as a source of accommodation 
supplies, and it also helped to increase the membership. 


In the first year of operation, the Agency was very successful, chiefly 
_ ‘on account of the large proportion of supplies sold as liquid. <A profit of 

-approximately £20,000 was made, the levy being Id. per gallon on each 
member’s basic quantity. The Agency purchased the Kyle Creamery, Edin- 
burgh, on very favourable terms to provide a means of entry to that market 
and to strengthen its own position when dealing with surplus milk. 


The Agency extended its operations to the Aberdeen area in 1928. 
Practically 100 per cent. of the milk producers in this area supported the 
Agency and the organization established there has actually proved more 
stable than in the Glasgow area. 


In the second year—1928-9—the price of milk to the producer was 
increased by 3d. per gallon during each of 4 winter months. Prices seem to 
have been fixed without any regard to the practicability of their being main- 
tained. Producers immediately increased production to the limit of their 
10 per cent. allowance and competition from non-members became more 
intense: the Agency found itself with a greatly increased surplus and every 
gallon cost 3d. more than in the corresponding period of the previous year. 
The Agency’s reserves were drawn upon to make good the loss, and in Sep- 
tember and October, 1929, the Committee were compelled to reduce the price 
to the producer. This aroused much criticism amongst members, and even 
non-members who enjoyed the enhanced price without contributing anything 
to its maintenance were not slow to criticize the activities of the Agency. 


There was considerable discussion over prices for the contract year 
beginning November 1, 1929. At one stage, it seemed likely that the pro- 
ducer’s price would be reduced to ls. per gallon, but outside influences were 
brought to bear on the Agency and the previous year’s prices were maintained. 
The third year thus began with the Agency still following a policy which 
definitely encouraged over-production. and accelerated the drift to milk 
production from other types of farming which were proving less remunerative. 
Over-production was general throughout the country, so the disposal of 
surplus as accommodation milk in other markets became increasingly difficult. 


By August, 1930, the Agency was burdened with a daily surplus of 25,000 
gallons, and under the existing arrangement a large proportion of this had to 
be paid for at basic prices. The price of cheese was very low and milk for 
cheese manufacture was worth only 5d. per gallon. Accordingly, when the 
Committee met to arrange September prices, the position was definitely 
serious ; nevertheless, the price was increased for that month, just because 
the old Conference Agreement had been in the habit of arranging a higher 
price in the winter months. . The result was that a levy of 3d. per gallon was 
necessary in order to compensate for the manufacture of the surplus and to 
ensure the financial stability of the Agency. That the imposition of so heavy 
a levy caused a great deal of dissatisfaction among members is not to be 
wondered at, especially when it is remembered that non-members were in the 
favoured position of receiving the artificially inflated price with no deduction 
whatever. 

Dissatisfaction was reflected in the refusal of a large number of members 
to renew their contracts, and, at the beginning of the financial year 1931-2, 
the contracting membership had dwindled to 569. With such diminished 
membership it was impossible for the Agency to exert any real influence over 
prices. The Committee of Management therefore decided to effect all possible 
economies and to establish a condensed milk factory at the Stewarton 
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Creamery. The Agency has now ceased to exercise any real control over mills 
marketing in the Glasgow area. 

The decline of the Agency may be ascribed to two main eauses—the 
minority who remained outside profiting at the expense of members, and the 
unsound price policy. There were also minor contributory causes. The 
Committee of Management had no previous experience of running an organiza- 
tion like the Agency and it has been contended that the system of area 
representation did not make for harmonious working. What would have 
been the fate of the Agency had it received 100 per cent. support is a matter 
for speculation ; with a large percentage of producers outside, the policy 
pursued could only lead to downfall. 
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ADVERTISEMENT. Xvil 


FOWLS DO PAY 


those who regularly take advan- 
tage of the advice which appears in 





“POULTRY AND POULTRY HUSBANDRY” 


every week. 


‘ POULTRY AND POULTRY HUSBANDRY ” 
is a paper which -is essential to those who wish 
to take up poultry-keeping as a side-line to 
agriculture, to get new-laid eggs for the family, 
or follow the pursuit as an industry. 


Thousands of people keep fowls but fail to 
make them pay, simply because they do not 
read a weekly paper which deals thoroughly 
and practically with the subject, and which tells 
them week by week what to do, when to do it, 
and how to do it. 


‘* POULTRY AND POULTRY HUSBANDRY ” 
is a paper conducted by practical poultry- 
keepers of many years’ experience, consequently 
its pages always contain the soundest advice 
on all phases of profitable poultry-keeping. 


‘“POULTRY AND POULTRY HUSBANDRY ” 
is published every Friday, price 2d., and can be 
obtained from all newsagents. 

A Specimen Copy will be sent free on application to 


P. ROBINSON, “* POULTRY AND POULTRY HUSBANDRY,” 
Hood House, 71, Fleet Street, London, E.C.4. 












LINK UP 


WITH THE 


NATIONAL MARK 


upd ous gee PRODUCERS have in the 
ee National Mark Schemes the 
ae means of presenting their pro- 
L duce to the market in accord- 
ance with national standards 
of quality. and packing. 


CANNED FRUITS anp 










VEGETABLES 
BOTTLED FRUITS anp 
EGGS VEGETABLES 
POULTRY CIDER 
APPLES anp PEARS , ie a 
TOMATOES anpD lest eet 
CUCUMBERS CABBAGE LETTUCE 
CAULIFLOWER anp 
STRAWBERRIES igtincoul 
CHERRIES ox | BEEF 
i AS . 
PLUMS Ble ng aca 
FLOUR THE NATIONAL MARK 





DISTRIBUTORS will find 
that the National Mark stands 
for up-to-date methods and 
for that reliability of quality, 
grade, weight and pack which 
modern business requires. 





Ministry of Agriculture and Fisheries. 


NOTICE. 


ORANGE BOOKS ON MARKETING. 


Marketing is the subject of the moment. 


The Ministry’s Orange Books on 
marketing are unique. They have a 
world-wide reputation. 


They are all the same price. 


Look at the list on the back 
and put in an order while you have 
the opportunity. You can use this as 


an order form. 


But do it now, or you will be 
too late. Hleven numbers have already 
gone out of print—others are rapidly 
selling out. 


KNOW YOUR MARKET! 


Order Form on the Back. 





ORDER FORM. 
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Please supply me with......copies of the following Reports as under :— 
ORANGE BOOKS ON MARKETING. 






























No, of 
No, copies § d. 
7. Wool Marketing. Post free 7d. 
8. Agricultural Credit. Post free 7d. 
9. Marketing of Potatoes. Post free 9d. 
10. Egg Marketing. Post free 9d. 
11. Marketing of Poultry. Post free 9d. 
13. Marketsand Fairs; PartI—General Review. Postfree8d. 
14. Marketsand Fairs; Part 1I—-Midland Markets. Postfree9d. 
15. Fruit Marketing. Post free 9d. 
16. The Fluid Milk Market. Post free 9d. 
18. Marketing of Wheat, Barley and Oats. Post free 9d. 
22. MarketingofDairy Produce; PartI—Cheese. Postfree9d. 
23. Markets and Fairs; Part IV—Eastern and Southern 
Markets. Post free 9d. 
24. Preparation of Fruit for Market ; Part II—Gooseberries, 
Currants, Cherries, Raspberries, Loganberries, 
Tomatoes, Cucumbers and Grapes. Post free 9d. 
26. Markets and Fairs ; Part V—Welsh Markets ; Part VI— 
London Markets ; Part VII—Final Review. Post 
free 9d. 
27. The peg Beet Industry at Home and Abroad. Post 
ree ls. . 
28. Marketing of Honey and Beeswax. Post free 9d. 
29. Marketing of Sheep, Mutton and Lamb. Post free 10d. 
30. Marketing of Dairy Produce; Part II—Butter and 
Cream. Post free 9d. 
33. The Agricultural Marketing Act, 1931. Post free 8d. 
34, Organization of Potato Marketing. Post free 9d. 
35. Organization of Wool Marketing. Post free 9d. 
37. Report of Reorganization Commission for Pigs and Pig 
Products. Post free 8d. 
38. Report of Reorganization Commission for Milk. 
(Nos, 1, 2, 3, 4, 5, 6, 12, 17, 19, 20 and 21 are out of print.) 
Other Reports are in course of preparation. 
For which I enclose remittance of. eee 2 age Ss. d. 
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ADVERTISEMENT. 


"Why do so many cows begin to look ‘tired’ after 
about 3 months’ milking? Why do their yields then 
begin to drop rapidly > : : 


It is because they have been producing milk at the 


expense of their bone and tissue. Their ration has 


not made good the drain involved in milk production 


and the cow has had to draw upon her bodily reserves, 
With every gallon of her milk that you send away. 
you are sending some of the cow herself. : 
_If you will feed the Silcock-way, you will get higher 

milk yields for a long period and still keep the cow in 
good condition. : 


Don’t send your cow away in the milk churn. You 


can get higher vields without sacrificing the nealth 
-and condition of the cow. __ . 

Get into touch with our local agent and start now 
feeding the Silcock-way . . . and just watch the bloom 
of health appear. __ See - 











x Read the following ex- 


tract from a customer's 
letter :-—. 


“* This és ‘ Grace's’ first 
lactation. on Silcock's 
Dairy. Nuts: On her pre- 
vious lactation she reached 
64 gallons, but lost 
condition. However, on 
your Dairy Nuts, gtving 


To} gallons, her condition _ 


$s perfect, with a nice 
bloom. I have had con- 


_ siderable increase in. milk 
throughout the herd since 


feeding Silcock's, with 
perfect bloom and con- 
dition, which I attribute - 
to the Vitamin D property 

in your foods.”” ae 


—D. Gray, Oxshott. 


ILCOCKS ..... ss 


‘R.SILCOCK & SONS, LIMITED, STANLEY HALL, UNION STREET, LIVERPOOL. 


ee 













ADVERTISEMENT. 





UNTIL a 
LONG TERM ANS | 


for ‘permanent improvements < on 1 Es ate a dF rm 








: Loans | are for fixed periods determi do y 
the Ministry. of Agriculture and Fisheries 
(who administer the ee Special 
Acts of Parliament). _ = 


DEPOSIT ae ‘DEEDS _NOT 











: _ Amount Tens exceeds 
£14, 700, 000, . 


_ REDUCED RATES — oc 
“now ‘pralleile for future loans. ti par- 
ticulars and illustrated explanatory paper 
giving list of dat Poke for sabato nay 

_ are granted oo aac, 





WRITE TO: se 


THE LANDS IMPROVEMENT T° | . 


(Incorporated by eee Acts of Parliament) 


58, Victoria Street Westminster, $.W.t 


Se 


